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AY I first of all attempt to express my deep apprecia- 
tion of the honor which the Trustees of the 
Woodrow Wilson Foundation have bestowed upon 

me. Anyone would count it a high privilege to have his name 
added to the list of those who on previous occasions have 
been thus singled out. But for one who has spent almost his 
entire life in education, it is an especially pleasing honor to 
receive an award carrying the name of Woodrow Wilson, for 
as you are all aware, Woodrow Wilson was an imaginative, 
courageous college president, as well as a profound and in- 
fluential scholar, before he became President of the United 
States. 

Now it might be appropriate for me to acknowledge the 
honor I am receiving by speaking on some educational topic 
connected with Wilson's interests as an educator. Yet, because 
Woodrow Wilson was the Commander-in-Chief of the Armed 
Forces when I, as a young chemist, entered the service of our 
Government in World War I, today’s meeting brings to mind 
matters that are not usually associated with the functions of 
universities. I recall President Wilson’s War Message to Con- 
gress, the rapid transformation of our colleges, the first 
attempts at mobilizing scientists to assist the military, chiefly 
in connection with gas warfare. It was my first introduction 
to what has been, alas, a recurring topic throughout the last 
four decades—the relation between education and the defense 
of the United States. The connection is not merely one that 
stems from the patriotic duty of teachers to do their part in 
time of war. What has been involved each time the inter- 
national situation has been threatening has been the very 
existence of our kind of educational institutions. The basic 
issue has always been freedom—freedom as we Americans 
understand that word. And if this freedom should disappear, 


the fundamental premises underlying our educational thinking 
would be completely altered. If anyone doubts this statement, 
let him examine what the Nazis did to the German schools 
and universities or read carefully the theses recently published 
by the Executive Committee of the Communist Party in the 
Soviet Union in which occur such sentences as the following 
“The study of Marxism-Leninism must bear a creative, ag- 
gressive, and militant character. We must rear our youth in 
the spirit of irreconcilability with bourgeois ideology.” 

With such thoughts before me, I have entitled my brief 
address “The Defense of Freedom.” It is my thesis this after- 
noon that freedom in this year 1959 is as severely threatened 
as at any time in our history and threatened in ways that 
make it difficult for people w understand the nature and 
magnitude of the menace. 

Let me explain. I am referring, of course, to external threats 
to our freedom. Internal threats have from time to time been 
serious; I do not in the least wish to minimize this fact. There 
were such threats in the 1930s when many people wondered 
if the doctrines of Naziism and Fascism or Communism would 
become dominant in a country suffering vast unemployment in 
a prolonged period of depression. These internal threats, how- 
ever, were soon dwarfed by the dangers inherent in the rapid 
growth of the military strength of Hitler's Germany. We saw 
freedom extinguished first in Austria, then in Czechoslovakia, 
then in Poland, then, after the fall of France, on almost the 
whole continent of Europe. Shortly thereafter, the United 
States entered World War II, and the defense of freedom by 
military action became the overriding concern of all connected 
with colleges and universities. 

After the surrender of the Axis powers, it seemed to many 
Americans that our freedom was secure—secure at least 
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from external threats. The illusion was short-lived. The Coup 
d’Etat in Prague, the Berlin Blockade, the Korean War demon- 
strated the kind of world in which we lived—a divided world; 
and the division was wide and deep. The issue was freedom. 
What we saw was clear evidence of the determination of a 
powerful group of ruthless men to keep on pushing back the 
frontiers of freedom. Before we Americans had fully realized 
the nature of the postwar world, what we now call the Satellite 
Nations had succumbed, the Soviet ambitions for all Germany 
were evident, and the mainland of China was organized as a 
vigorous ally of the Soviet Union. In the late 1940s we started 
reversing our traditional role, and this country came forward 
as the most powerful defender of freedom. I need only remind 
you of the historic decisions of our government—the imple- 
mentation of the Marshall Plan, the defiance of Soviet am- 
bitions in Berlin, our response to military aggression in Korea, 
the establishment of NATO, the strong reinforcement of our 
troops in Europe. 

As a consequence of these events on the international scene, 
we in the United States, today, are living in a period radically 
different from any in our past. Military strategy, new weapons, 
foreign policy, global economic problems, have become mat- 
ters which affect deeply each and every one of us. This 
is a grim period, no doubt about it. Indeed, it is so grim that, 
for those of us who were of school age before World War I, 
the facts of life today would have been too terrible to be 
believed. An idea we took for granted—freedom—we now 
see challenged by a vast expansive force; two great blocks of 
nations are standing in opposition, the leaders provided with 
weapons any one of which could destroy a single city. Our 
existence and our freedom are both in danger. This seems to 
me an obvious, if highly unpleasant, fact. 

Yet, as I have traveled around the country during the last 
two years, with few exceptions I have sensed no awareness 
of the nature of our peril. For the most part, I have en- 
countered little but complacency. As only one example, I can 
cite some of my experiences in arguing about educational 
matters. I have met all too often a resistance to starting any 
discussion from the premise that we, as a nation, are in danger. 
There is in certain circles an unwillingness to agree that there 
is an urgency today which is a consequence of our struggle 
with the Soviet Union, a reluctance to talk in terms of the 
national need. But let me make it plain that the educators I 
have in mind are by no means exceptional in their reactions. 
How many of us as citizens, as voters, and as taxpayers are 
ready to face the consequences of the international situation? 
To what degree does one find the sense of a national emer- 
gency as one talks with various types of persons? Are the dis- 
cussions of the complex matter of taxation carried on in the 
same spirit that would prevail in time of war? The answer is 
clearly “no.” Yet the necessity for spending money for defense 
(using this term in its broadest sense) is obviously as pressing 
as though we were engaged in an actual armed conflict. 

The high degree of complacency of which I speak is com- 
pounded, in a curious way, with despair—despair at under- 
standing the altered military situation, and hence a feeling of 
almost hopeless resignation and an unwillingness to discuss the 
choices which lie before the American people. To my mind 
there are two basic difficulties in analyzing the present situa- 
tion. These difficulties tend to block a realistic, calm discussion 
of the foreign policy of the United States, and these blocks in 
turn lead to the attitudes of indifference to which I have just 
referred. 

One difficulty involves the nature of the struggle; the other 
is a consequence of the terrifying nature of new weapons. As 
to the first, it is hard for Americans to envisage what would be 
involved if we surrendered to Soviet Imperialism—surrendered 


at once or step by step. The basic issue of freedom is too 
easily obscured. This is particularly true today. Russia is now 
relatively accessible to travelers and reporters. The picture we 
receive of the Soviet Union is that of a country in which many 
well educated people appear to be quite satisfied with their 
lot, particularly scientists and engineers. (The Communist 
Party has been clever enough to provide a large degree of 
initiative and freedom for this group of well-trained men.) 
The process of “Sovietization” in Russia was completed some 
years ago; the dissenting elements have been long since com- 
pletely crushed. The significant scene for us, therefore, is not 
the Soviet Union but a land which is in process of being 
transformed to fit the Soviet pattern. Such a land is the Soviet 
Zone in Germany, and we can obtain a glimpse of what 
Sovietization is really like by looking through the Iron Curtain 
at a place where the Curtain is transparent—namely, the City 
of Berlin. 


I wish all citizens of the United States could spend a few 
days in that city as I did, once again, this fall. 1 wish they 
could hear the tales of the refugees who, escaping from the 
tyranny of the Communist rule, continue to come to Free 
Berlin at the rate of about four hundred a day. I wish everyone 
could hear, as I did recently, what a refugee has to tell about 
life in a society in process of being Sovietized. (Each refugee, 
you know, is examined by a small committee in the refugee 
center before being certified as a bona fide refugee and being 
flown out to the Federal Republic of Germany to safety and 
to a job.) Secret police, arbitrary arrests, long sentences, de- 
mands to spy on friends and relatives, pressures of all sorts, 
such is the pattern imposed on the unfortunate inhabitants of 
the Soviet Zone of Germany—the so-called German Demo- 
cratic Republic. 

The American public should be far better informed than it 
is about the realities of life on the other side of the Iron 
Curtain in Germany. If people knew the facts of what has been 
going on for years in the Soviet Zone of Germany, they would 
be in a better position to judge the nature of our struggle with 
Soviet Imperialism. Furthermore, they would then be under 
no illusions about the aims of Soviet policy in Europe, for the 
Communist leaders in Eastern Germany have repeatedly stated 
quite frankly that they intend not only to neutralize Berlin 
but eventually to take over all of Germany itself. 


I shall not take your time further to spell out the contrast 
between freedom and slavery which is the fundamental issue. 
Everyone here is well aware of what would be involved in a 
step-by-step surrender. I only wish a majority of Americans 
were equally alert and really comprehended what is at stake 
in a contest which shows no signs of terminating. Oskar 
Morgenstern in his recent book “The Question of National 
Defense” has written: “Widespread death and destruction are 
a certainty if a large-scale war is our fate. But it would take 
a man with great power of illusion to see an acceptable alterna- 
tive in surrender, and to see surrender in a better light than 
death.” 

This statement sums up what I have been trying to say in 
the last ten minutes and leads me to a discussion of the second 
difficulty which blocks a calm discussion of our foreign policy. 
I refer to the horrifying nature of the new weapons. To 
mention thermonuclear bombs and rockets is to freeze the 
conversation in many gatherings. “The prospects are too ter- 
rible to contemplate” is the usual response to anyone who 
attempts to start a discussion of military strategy. Yet, as a 
free people, we must surely face up to what is involved in the 
technological military developments of our time. And as 
Professor Morgenstern makes plain, the choice should not be 
between surrender and large-scale war. It is our job so to 
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arrange matters in this country and in the free world that this 
will not be the choice before us. 

Let us see what are the outlines of the steps which are 
required. First and foremost must come the assurance of our 
physical survival. And to make the illustration relatively 
simple, let me anticipate the course of technological develop- 
ment and assume that we are living in a period when thermo- 
nuclear weapons will be delivered by rockets, either inter- 
continenta! or of more limited range—a period when the 
airplane is no longer the vehicle for carrying the thermonuclear 
bombs. Having no access to classified information, I make no 
prophecy as to when this period will be reached, but it seems 
safe to say that at least by 1970 we will be living in this kind 
of fearful world. Under such conditions, there is one essential 
for our survival as a free nation, and that is that we possess 
an invulnerable system of retaliatory power and that the 
Soviets believe the system to be invulnerable. 

What do I mean by these words “invulnerable system” of 
retaliatory power? I mean that we must possess a system of 
rockets which will survive any thermonuclear attack by an 
aggressor, even assuming that the aggressor can concentrate 
all his forces against our own delivery system for thermo- 
nuclear weapons. What do I mean by “retaliatory power”? 
I mean that such a system surviving a thermonuclear barrage 
would be able in retaliation to deliver thermonuclear weapons 
to such an extent and in such a way that at least three-fourths 
of the industrial complexes of the Soviet Union would be ut- 
terly destroyed. 

The system will be invulnerable because of the dispersion 
and the mobility of the many individual components. As an 
example of mobility one may mention the type of missile and 
missile system which is to be embodied in the Polaris sub- 
marine, which has been announced as operational in 1960 
with ability to discharge sixteen thermonuclear bombs. Similar 
mobility is feasible as part of the dispersion of the retaliatory 
system on the continent of Europe, which presupposes, of 
course, the continuation of NATO as a vital organization. 

The development of such an invulnerable system for the 
near future is clearly a number one priority in terms of national 
budget and the national effort. There will be a short period 
of transition in which our present retaliatory system, which 
I assume to be invulnerable under present conditions, must 
be appropriately alrered to meet the time when the airplane 
no longer functions. I have no doubt it will be, provided the 
people of the United States understand the realities of the 
situation. A thermonuclear stalemate even in the age of 
rockets is, therefore, the prospect which we must keep in mind. 
Unfortunately, the creation of a truly invulnerable retaliatory 
system by no means completes the military picture. There is 
another item of equal priority on the list. We must continue 
to maintain for the foreseeable future a strong modern, flexible 
military force which could respond to local aggression any- 
where on the far-flung frontiers of freedom. And this military 
force should be thought of in terms of the total effort of the 
free peoples of the world to protect their freedom. This is so 
obvious that one would hardly think that the need for keeping 
NATO strong, for example, would require argument today. 
One would have thought that the experience of World War 
Il, jet planes, and now intercontinental rockets would have 
destroyed the last residue of isolationist sentiment in the 
United States, but I am sorry to say that is far from being so. 
There still remains in some quarters the illusion that we can 
withdraw from Europe and leave the Europeans to handle their 
own problems—military, economic, and political. 

Opponents of foreign aid—and those who are primarily 
worried about either the budget or the flow of gold—come up 
from time to time with the idea that we should withdraw our 
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troops from the Continent of Europe. There surely must be 
other methods of handling the serious problems of budget 
and fiscal policy without considering an action which would 
soon destroy the NATO alliance, built up with so much 
effort. Even a slight diminution in the American forces would 
have the gravest consequences, as Europeans would interpret 
such a move as the first step in a complete withdrawal. 

I am sure that everyone in this audience is aware of the 
report made by the President's Committee to Study the Mili- 
tary Assistance Program, usually known as the Draper Com 
mittee. I recommend their report to every thoughtful citizen, 
or, if time does not permit a reading of the entire document, 
the little pamphlet entitled “The Time Has Come to Face the 
Facts,” prepared by the Committee to Strengthen the Frontiers 
of Freedom, of which Dr. Vannevar Bush is Chairman and 
President Henry Wriston Vice-Chairman. The detailed prob- 
lems there discussed are of extreme importance, including our 
aid to uncommitzed nations, but basically the problem is: 
Shall we or shall we not regard the free world as an entity 
whose frontiers must be kept secure? To ask the question is 
to answer it, it seems to me. In considering all our problems— 
financial, industrial, political, and military—it surely is of the 
first importance that there be constant communication not 
only between the NATO member countries but between those 
statesmen responsible for the government of all free peoples 
of the world. 

It will take the wisdom of our best statesmen, economists, 
and industrialists to keep the free world prosperous and 
politically united. It will take the best brains of our military 
in the free countries working together and with the coopera- 
tion of scientists, engineers, and civilian strategists to provide 
both the invulnerable retaliatory system to which I earlier 
referred and the powerful flexible forces to handle threats of 
limited military aggression in different areas of the world. To 
quote from the Draper Report which I have just mentioned: 
“The free world is gravely threatened by the aggressive on- 
slaught of a powerful and determined opponent—the Sino- 
Soviet Communist Bloc. There is no precedent in history for 
the enormity of the threat.” If this be true, as I believe it 
surely is, then there should be a corresponding response on the 
part of the American people—a response so vigorous and 
unflinching as to be without precedent in times of peace. 

Fundamentally, the real issue will be decided, to my mind, 
by the attitude of the people of the free nations and particu- 
larly by the citizens of the United States, for we must play 
the leading role because we are the largest and most powerful 
country that stands in opposition to the Communist doctrine. 
Complacency and indifference will certainly not suffice. In 
World War I, in World War II, and in the time of the 
Korean War (though to a less degree) we were ready to make 
the sacrifices required to maintain our independence as a 
nation and the basic framework of a system of free men. It 
is difficult in this time of struggle, but not of war, to create 
the climate of opinion which should be comparable in its 
effect. It is difficult but not impossible. To be sure, there exists, 
today, a dangerous gap between public opinion and reality. 
But I am confident that the gap can and will be closed. Indeed, 
to believe otherwise would be to become a defeatist as to the 
ability of a representative form of government to survive. As 
I have already pointed out, it is the complexities of the prob- 
lems and the rapid changes since the end of World War Il 
which have confused so many citizens. As to weaponry, we 
may well be nearing the end of the period of rapid change. 
The age of rockets and thermonuclear bombs is near at hand, 
and, as we approach this dread time away from which we 
instinctively turn our eyes,—as we approach this time, we 
are getting bolder. There are some signs that we are preparing 
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to face up courageously to realities. 

Clearly what we are concerned with is a series of educational 
problems, but I must resist the temptation to pursue this 
topic further. Otherwise, I should start talking about schools, 
colleges, and various agencies of adult education. And I stated 
at the outset I was not —_> talk about education. Yet, 
perhaps in a sense I have speaking about this very 
subject. 
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At all events, let me conclude as I began by thanking the 
Trustees of this Foundation for the honor they have done me. 
I am sure they will agree that in this country, education and 
freedom are inseparable. And I venture to hope they may 
also agree that the defense of freedom may appropriately be 
discussed by one who receives an award carrying the name of 
a great educator and a farseeing statesman, a war-time Presi- 
dent of the United States—Woodrow Wilson. 


THE DOLLAR AND FOREIGN AID 


By GENERAL WILLIAM H. DRAPER, JR., Chairman of the President's Committee to study the U. S. Military Assistance 
Program; former Under Secretary of the Army 


Delivered before the Overseas Press Club, New York City, November 19, 1959 


able group. Doubly so because among you I see a number 
of old friends from my Berlin and Paris days. When you 
invited me here my subject . . . “Our Gold Reserve, The 
Dollar and Foreign Aid” . . . was beginning to be talked about. 

But for the past week it has seemed that many people were 
talking and writing of little else, almost debating it. 

The outcome of this debate will have important conse- 
quences to our foreign economic policy . . . to our govern- 
mental and private trading practices . . . and to free world 
trade. 

If distorted and misunderstood, it could affect adversely and 
seriously our national attitude toward economic and even 
toward military assistance to our frienas and allies. 

It could have an important impact on our own military 
posture throughout the world. 

That alone makes this subject a matter of concern and 
discussion in every free world capital. 

I have no doubt that the Kremlin is watching developments 


if HONORED indeed to speak before this knowledge- 


closely . . . and recognizes the significance to Russian policy 
of our decisions on these issues. 
* « * 


Let us look at a little recent history. During the ten years 
following World War II . . . only the productive and financial 
capacities of the United States made it possible for Western 
Europe and Japan to rebuild their industrial economies. 

The Marshall Plan and our related economic and military 
assistance programs provided the financing which paid for 
the many billions of dollars . . . in machinery, food and raw 
material exported from this country . . . mecessary to re- 
establish their economies . . . to avoid their complete collapse 
... and probably to save them from communism. 

The names of George Marshall and the Marshall Plan 
always will symbolize the best type of constructive American 
imagination, courage, and initiative. 

Even with this massive financial assistance on a scale never 
before seen . . . gold still flowed from abroad to our under- 
ground vaults at Fort Knox between 1945 and 1957. 

The problem that plagued the finance ministers of the 
Western World until two years ago was the so-called dollar- 


gap. 


* * . 
Europe's recovery has been so dramatic . . . viewed now in 
retrospect . . . that its very success now begins to face us with 


the same problem in reverse. 
The dollar-gap has turned around. It has become owr 
shortage rather than thers. 


The gold that was flowing our way has flowed back as 
planned. But our gold export is continuing, and in some 
quarters there are fears that even our huge gold reserves some 
day may be depleted. 

Last year about 10% of our own gold went abroad. Another 
five per cent has gone this year. 

In spite of these losses we still have nearly 20 billions of 
gold .. . half the world’s total. 

We hold eight billions in excess of the legal reserves 
required to back our currency. So it is not the amount of our 
present gold reserves but the trend that is causing concern. 

Nor are we importing more goods than we are exporting. 

Our annual commercial exports are still several billion 
dollars greater than our imports. 

But last year this trading surplus was more than three bil- 
lions short of balancing our governmental and private ex- 
penditures and investments abroad. 

We settled the bill by shipping abroad more than two 
billions of gold and increasing foreign-owned balances held 
here by a billion dollars. 

Some opponents of foreign aid have been quick to note 
that military and economic assistance . . . under the Mutual 
Security Program .. . has totaled three to four billions each 
year. 

They have suggested the seemingly-easy solution to the 
gold-export-and-dollar problem of sharply reducing . . . even 
eliminating . . . foreign assistance. 

They say that would stop the drain. Stop the give-away, 
they say, and all will be well. 

Even aside from the implications to our military and foreign 
policies of any such catastrophic action .. . in no way would 
this solve our dollar deficit or gold problem. 

Foreign aid, of course, is a part of our internal budget. It 
must be paid for by our taxes, but it has only a relatively 
small effect upon our international balance of payments. 

Military assistance is made available almost entirely in the 
form of weapons shipped to our allies . . . guns, tanks, planes, 
now missiles. 

These are made in the United States by American labor with 
American materials. They involve no payments abroad. 

Procurement of weapons and ammunition in Europe was an 
important part of our programs some years ago. Then it did 
mean paying dollars to our allies and served to assist Europe's 
recovery. 

But procurement of this type has dwindled to a trickle. 

Economic assistance is somewhat more complicated. It 
includes many forms of aid, some on a grant basis, but more 
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and more on a loan basis from the Development Loan Fund. 

Whatever impact there might have been on our dollar-and- 
gold position from Development Fund loans spent abroad will 
cease because the future loans, under action recently an- 
nounced, must be spent almost wholly in the United States. 

Whether one agrees with this policy of tied loans . . . and 
there are many arguments pro and con . . . the decision has 
been made. It will apply as well to certain loans made up to 
now by the International Cooperation Agency. Thus pressure 
on the dollar from these sources has been removed. 

The greater part of economic assistance grants are for 
defense support. These give aid to underdeveloped countries 
with large military commitments, such as Korea, Taiwan, and 
South Vietnam. 

These countries on the perimeter of the Communist world 
... every day facing the danger of being overrun . . . without 
this help could not possibly maintain the forces they need for 
the benefit and defense of the entire free world. 

The Korean War cost us some twenty billion dollars and 
more than 150,000 American casualties. For us to weaken the 
free world’s defenses along communism’s borders would invite 
another such conflict and would be sheer folly. 


* . * 
Aside from the Development Loan Fund .. . the latest 
figures indicate that some 75% of all economic assistance 
activities under the Mutual Security Program . . . including 


our shipments of agricultural surpluses . . . buy goods and 
services in the United States. 

Therefore they do not increase our international dollar or 
gold deficit. Many more of the dollars spent in economic aid 
come home later to pay for exports from the United States. 

Even elimination of the Mutual Security Program . 
which is unthinkable . . . would reduce the present deficit in 
our international balance of payments by only some ten per 
cent. 

Broadly speaking, what we are furnishing to our friends 
abroad to bolster the free world’s defenses and to strengthen 
their economies are our products, made and paid for here at 
home, and not our dollars or our gold. 

All of this adds up to one conclusion. The Mutual Security 
Program is not the culprit that is causing the imbalance today. 

If we are foolish and allow the critics and isolationists to 
hamstring this program on the false argument that it threatens 
our gold reserve . . . then we will mot solve the gold problem 
but certainly we will jeopardize our own security and that of 
the free world. 

* > o 

You may ask me why military and economic assistance of 
the present size is still so badly needed for our own security. 

A year ago President Eisenhower appointed a committee of 
ten private citizens to answer that question . . . to study 
military assistance on a non-partisan basis and to consider 
the relative emphasis that should be placed on military and 
on economic aid. 

The Committee, of which I had the honor to be Chairman, 
made four reports to the President, all of them unanimous. 

We came to the conclusion that the communist threat is 
greater than ever . . . and that communist military, political 
and economic capabilities are still expanding. 

We expressed the view that the Mutual Security Program is 
a sound concept and an essential tool of our foreign and 
military policy . . . and that contributions to mutual security 
both from us and from our European allies should be increased 
and not reduced. 

We found that the free world’s defense perimeter is manned 
jointly by allied and U. S. forces, and extends through Middle 
Europe, the Middle East, and around the rim of Asia to the 
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Northern Pacific. And we found that the weapons for the 
allied forces defending this perimeter very largely have been 
furnished by our Military Assistance Program. 

It is a very wide area . . . important to our security. The 
other nations, without our help, cannot defend it. Together we 
can. 
We pointed out that annual deliveries of weapons, planes, 
and other military equipment under this program have 
averaged 2.4 billion dollars during the past few years .. . 
and were at this level during the past fiscal year. 

These large deliveries were made possible because our 
much-lower military assistance appropriations in recent years 
have been supplemented each year from the pipeline of appro- 
priated but unexpended funds mostly built up during the 
Korean War. 

During the past year alone, about 900 million dollars came 
from this pipeline. 

But this eight-billion-dollar pipeline has been largely 
exhausted. It is now 2) billion dollars—about enough to cover 
only the necessary lead time for today’s modern weapons to be 
ordered and fabricated. 

We concluded unanimously from our studies, our travels 
and our discussions . . . that annual deliveries of at least two 
billion dollars a year will be needed during the next few years 
to maintain required military strength . . . even if, as we also 
recommended, our industrialized allies increase their own de- 
fense contributions substantially. 

However, continuance of the present lower level of appro- 
priations for military assistance soon would mean a drastic 
decline in actual deliveries of weapons by at least 40%. 

We were all convinced that this would involve an unac- 
ceptable risk to the free world and to the United States itself. 

Since these recommendations for larger appropriations were 
made to the President in August, nothing has happened 
which in my judgment changes their validity or importance. 

Fortunately President Eisenhower has taken the initiative 
boldly and is trying to reach some kind of peaceful agreement 
with communism . . . or at least to find a better modus vivendi 
than the openly declared state of cold war in which we have 
been living for so long. 

So far nothing has been settled. But we do know that 
strength alone is respected by those with whom we will be 


negotiating soon . . . and that this would be the worst possible 
time to relax and to show weakness. 
* * * 


To come back to our dollar-deficit problem, I want to 
emphasize as strongly as I know how that the increased 
appropriations our committee recommended would not affect 
adversely the balance of payments or the gold problem. 

The missiles and other modern weapons for which the 
additional military assistance is required would be paid for 
and made almost entirely in the United States. 

Our committee in its Third Report commented unanimously 
as follows: 

“Some critics of our foreign-aid program advocate 
reducing recent gold and dollar outflows from the United 
States by cutting that program. In our view this would be 
neither an effective nor a proper remedy. 


“.. . More important, however, we do not believe 
that our long-term foreign policy interests should be 
jeopardized as a corrective for short-term economic prob- 
lems which can be dealt with effectively by other means.” 

Why are our international accounts out of balance? Primari- 
ly because the very aims we have been pursuing in the interest 
of free world production and free world trade have succeeded 
so well. 
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Productive capacity throughout much of the world has 


increased remarkably . . . and natural competition for our 
own markets and for foreign markets has reduced our large 
export surplus. 


The pendulum has swung too far. It must be brought back 
into balance. 

Our Secretary of the Treasury very properly has called 
attention to a trend which, if long continued, could drain away 
too much of our gold . . . and eventually even raise questions 
as to the stability of the dollar itself. Obviously some adjust- 
ment must be made. 

We and the other trading nations of the free world have 
our respective and important parts to play in this adjustment 
to present-day realities. 

All the remaining discriminations against dollar trade 
should be removed, including quota restrictions and excessive 
customs duties which have held down our exports and perhaps 
were necessary when the pound sterling and the French franc 
were tottering. 

Several important steps removing discriminations have been 
taken during this present year. Some were announced only 
two or three weeks ago by Great Britain, France and Japan. 

Even now, other steps toward greater trade liberalization 
are under discussion among the Western European nations. 

We should continue vigorously to press our now-prosperous 
allies to bear larger shares of the cost of the common defense 
and of economic help to the underdeveloped countries. 

When our allies needed help . . . we gave it freely. 

On our side, our exporters must become more competitive 
and use greater ingenuity in developing and selling new 
products. And we cannot buy abroad indefinitely more than 
we can afford to pay for. 

Higher interest rates here already have made it more ex- 
pensive for foreigners to borrow here . . . more attractive for 
them to keep their short-term balances invested here . . . less 
attractive to keep their liquid assets in non-earning gold. 

The normal ebb and flow of international demand and 
supply . . . and the interplay of interest rates and other 
classical incentives . . . gradually will tend to bring about a 
better balance. 

To do so, they must be understood and guided carefully 
by our own monetary and economic policies and by those of 
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our good friends abroad. 

The biggest foreign expenditure resulting from our defense 
and foreign policies in today’s divided world represents the 
cost of supporting our own forces stationed in many countries. 

This is not foreign aid but direct U. S. defense cost. The 
total spent abroad last year for food and other local supplies 
and services for our forces amounted to more than three 
billion dollars, including the pay the troops themselves spent. 

This is a large sum and does affect our balance of payments. 

It represents part of the price we are paying for security 
and for freedom. Can anyone .. . in your club, for example . . . 
think that West Berlin would stand today as a part of the 
Western World if our flag and our 10,000 men .. . a mere 
handful compared to the 20 Soviet divisions in Eastern 
Germany . . . had not been stationed there continuously since 
1945? 

We should search for a solution to our unfavorable balance 
of payments. But we must put first things first. 

We must not jeopardize our military and strategic positions 
to meet financial problems which can be solved in other ways. 

We must ask ourselves—What is the price of freedom? 

Then we must pay it... fully and gladly. 

As last year’s recession became this year’s recovery, our 
Government has turned a twelve-billion-dollar deficit into a 
balanced internal budget. 

With similar resolution and intelligent application . 
the external dollar deficit, only one-third as large, can be 
balanced without doing damage to our world position or to 
our free world defense. 

To understand what needs to be done, what can be done 
and what should not be done will point the way to a sound 
solution. 

To conclude with a personal observation . . . the essential 
question as I see it is whether we as a nation have the will 
to mobilize our undoubted strength in the great contest in 
which Khrushchev so clearly has engaged us. 

We can afford what we need to survive—for our defense 
and for military and economic assistance—and still balance 
our internal and our external budgets. 

What we must have as a people is the understanding and 
the fortitude. Without those our destiny is in doubt. 

To borrow General Omar Bradley's phrase . . . this is a 
contest in which there is “no prize for the runner-up.” 


Military Obstacles To World Peace 


LATENT DANGERS TO OUR SURVIVAL 
By WILBER M. BRUCKER, Secretary of the Army, United States 


Delivered before the National Association of Manufacturers’ 64th Annual Congress of American Industry, New York, 
New York, December 3, 1959 


this significant symposium on “Obstacles to World 
Peace.” I can think of no subject more worthy of full 
and serious discussion. President Eisenhower has rightly called 
true peace “the imperative of our time.” This Nation has 
endured many trials and challenges to its right to live in liberty 
and peace, but the situation which confronts us today is more 
critical, and contains more latent dangers to our survival, than 
any other throughout our history. 
Of all obstacles to world peace, I am sure none looms larger 
in our consciousness than the armed might of militant com- 


ik iS A GREAT inspiration and privilege to participate in 


munism, for militant communism is dedicated to the ruthless 
conquest and regimentation of all mankind. 

From the earliest days of Lenin’s dictatorship, the com- 
munist conspiracy has been characterized by patience and 
cunning in the planning and execution of its program. The 
communists have long realized, for instance, that a most im- 
portant avenue toward success in attaining their goal lay in 
seeking out sore spots and weaknesses in susceptible political, 
economic, and technological areas throughout the world, and 
taking ruthless advantage of them through military pressure, 
deceit, propaganda, terror, and subversion. 
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Although since 1953 the communists have placed major 
external emphasis upon so-called “peaceful” penetration of 
the Free World, we know that they have not neglected their 
war machine, the most powerful mobilized military forces on 
earth. Concurrent with the political, economic, and psycho- 
logical maneuvering by which over the years they have ac- 
quired some five million square miles of territory, and sub- 
jugated over 600 million people, they have strengthened their 
capability for all kinds of combat. 

We must not forget that the Sino-Soviet bloc has more 
than 8 million men under arms, including 4 million in the 
armies of Red China, North Korea, and North Viet Nam. 
Active communist forces include over 400 ground divisions, 
450 far-ranging submarines, and more than 25,000 modern 
aircraft. 

More than two-thirds of the Soviet military budget is spent 
on the Soviet army, the largest land army on earth. It has 
weapons and equipment of the most modern design. It is 
plentifully provided with powerful tanks, tactical missiles 
and a wide range of other advanced weapons, light aircraft, 
and helicopters. 

Furthermore, the Soviets are concentrating almost all of 
their best scientific and engineering talent on the development 
and production of still more ultra-modern weapons and other 
technological devices in an all-out effort to place in the hands 
of the communist leadership the absolute power to dominate 
the land, the sea, the air, and even outer space. In recent years 
the Soviet Union's development of an intercontinental ballistic 
missile systern to supplement and supersede its long-range 
bomber force; its stockpiling of nuclear weapons, and its 
intensive effort to create tight air defenses, have increased its 
offensive and defensive capability to a marked degree. At the 
same time the communist Chinese have steadily increased their 
military power. 

It is clear, then, that the military obstacle to world peace is 
—and will continue to be—the armed might of the Sino-Soviet 
bloc. There is no other threat, and its ominous strength hangs 
over the world like a Sword of Damocles. 

This evil force lurks behind every act of the communists, 
gives sinister substance to their threats against the weak, and 
corroboration of their claims to progress to the world. 

Although we see a determined “peace offensive” on the 
part of the Soviet Union, we must maintain our strength until 
its true motives become apparent. We note a tendency in some 
parts of the Free World to feel that Khrushchev’s recent visit 
caused the development of a new international atmosphere 
which could lead to a changed relationship between the West 
and the Sino-Soviet bloc. While we feel this visit’s over-all 
effect served the interests of the Free World, it must be 
recognized that it actually altered nothing substantive. It 
afforded no evidence of any sort of a shift in communist 
policy which could give us reason to abandon, in any particular, 
our strong position against Sino-Soviet coercion. 

That the armed might of the communists must be countered 
or lessened has wide agreement. How to go about doing so, 
however, is another thing, and our public discussion is filled 
with proposals and counter-proposals. 

There are those who feel the Soviets may themselves be 
armed in defensive fear of an attack from the West, and 
adherents of this idea propose that we disarm first in an effort 
to allay any such fear the communists may have. 

Unfortunately, as ingenuous as such an act might be, it 
ignores some important facts of history. We have tried it 
before—wizh near disastrous effect. You need only recall the 
drastic United States disarmament following World War II, 
when we cut our magnificent Army from 8 million to a point 
where we could barely meet our occupation commitments. 
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Surely, no better act of good faith could be proffered! Did 
this allay Soviet fears or bring about disarmament on their 
part? Indeed not; instead it encouraged belligerent confidence 
and aggressive adventures. It was then that Soviet armed 
might was used to take over country after country in Europe 
until we, fortunately, realized our mistake and reversed the 
trend of our own rapid disarmament. 

We also made some very basic changes in United States 
policy that have been eminently successful—and which can 
continue to be successful if we but have the constancy and 
determination to make it so. 

Because these changes in policy have radically affected the 
role of the Army and have given the Army a challenging new 
role in countering the very obstacles to world peace that you 
are discussing here this morning, I would like to dwell briefly 
on what the Army is doing in this field. 

When it became obvious, after World War II, that unilateral 
disarmament by the United States was not successful and we 
began to cast about for ways to rebuild strength, there were 
several steps taken. Individually they may have seemed to be 
separate and distinct, but in the aggregate these steps have 
proved to be a logical progression that could truly lead to real 
peace and security. It might be well to recall some of the 
more significant of these: 

First, we maintained our own retaliatory capability as an 
essential deterrent while we went about in other ways to 
redress the balance our precipitate disarmament had upset. 

Second, we assisted insofar as we could in alleviating the 
economic weakness in many parts of the Free World that war 
and war's disruption had caused or increased. 

Third, we embraced a concept—new to Americans—of 
“collective security,” which has been characterized by spec- 
tacular success. 

I mentioned this was a concept new to Americans—it is 
even newer to the Army. Never before in peacetime has the 
Army had such an important—indeed vital—part in im- 
plementing United States foreign policy. In between our wars 
of the past, the Army consisted largely of skeleton units—only 
a fraction of the size required for war. What there was of it 
was stationed for the most part within the territory of the 
United States, and was preoccupied—as was sometimes said 
with considerable validity—with merely “keeping the military 
art alive.” In other words, in peacetime our Army of the past 
had virtually no part in the implementation of national policy. 

How different is the picture today! 

A brand new concept of national security has evolved since 
World War II which has given our Army a new and chal- 
lenging role as a major element of America’s forward strategy 
for the deterrence of aggression, and the advancement of the 
cause of world peace. 

The foundation of our present national military policy is 
the great mutual defense system which links the United States 
with more than 40 other nations. The Army bears a principal 
responsibility in this magnificent effort. It is a difficult job, 
one which carries our soldiers to strange, unfamiliar areas of 
the world. At this very moment there is an American soldier 
in the snow on the North German Plain, bundled up in winter 
uniform, lying there, in the late afternoon (for it is six hours 
later in the day there), with his binoculars trained on the 
movement of communist soldiers behind the Iron Curtain. He 
is now in the front line of our defense. At this very instant, 
an American Army soldier is sloshing through the steaming 
jungles and rice paddies of Viet Nam, right along with the 
Vietnamese soldiers who are standing guard on the 17th 
parallel. And in Korea—in the bleak cold of that little country 
so recently torn by the ravages of war—right now an American 
soldier sits with his machine gun trained across the no-man’s 
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land that he knows may tomorrow be reddened by his Ameri- 
can and Korean comrades’ blood. 

As an integral element of this forward strategy we have the 
Strategic Army Corps standing ready at all times to promptly 
reinforce our overseas deployments. STRAC is a well-balanced 
combined arms force built around the 101st Airborne Division 
at Fort Campbell, Kentucky, the 4th Infantry Division at 
Fort Lewis, Washington, and the 82d Airborne Division at 
Fort Bragg, North Carolina. STRAC can be employed either 
as a whole or in part to meet the precise demands of any 
situation to which it is committed. All elements of this striking 
force are “ready to go.” The entire corps is prepared to move 
out to any part of the world on an hour's notice. At the 
expense of great personal hardship, the men of STRAC have 
completely adjusted their lives to meet this requirement that 
they be ready to fight at any point on earth as soon as planes 
and ships can transport them to their objectives. 

In addition to STRAC here in the continental United 
States, we have other ready forces stationed on Okinawa and 
in Hawaii. The combat readiness of these troops, and their 
ability to move rapidly within the Far Eastern area if trouble 
should arise, give material substance to our national intent to 
preserve the peace. 

It is these soldiers—Army soldiers—who are working 
against tremendous odds daily—day in and day out—to remove 
the “obstacles to world peace” you are speaking about. 

It is, as 1 have said, a new role for the Army, but it is in 
direct furtherance of our Nation’s well-being; and the Army 
is proud to do it. I have visited all of these places I have 
mentioned, and I know you would be proud of these Ameri- 
cans, and I am proud of them. I wish you could see them with 
your own eyes! 

Unfortunately, in this age when so much stress is laid upon 
space projects and mighty, long-range nuclear weapons, the 
true greatness and extent of the Army’s contribution to the 
cause of peace is not as well known to the American people 
as it should be. As a matter of fact, the peoples of the foreign 
countries in which Army personnel are serving know much 
more about it than do our own people. 

The bulk of the Army's combat forces are stationed overseas 
in some 70 other countries and areas. Army divisions are 
deployed on the ground in Europe and the Far East. Army 
officers and men are assisting in the training of approximately 
200 allied ground divisions in 44 countries. The Army fur- 
nishes 63 per cent of the military personnel comprising the 
American Military Assistance Advisory Groups and Military 
Missions which are engaged in helping to build and maintain 
the far-flung bulwarks of freedom. 

Our Army combat forces on allied soil are absolutely in- 
dispensable elements of the global deterrent structure. The 
United States is the most powerful member of the Free 
World's collective security alliances—the nation whose capa- 
bility is most respected by the communists. Both from a mili- 
tary and a psychological standpoint, nothing could take the 
place of powerful, battle-ready American Army troops standing 
shoulder-to-shoulder with allied units. They represent the solid 
substance of American participation in the common defense. 
To our friends and our potential enemies alike, they are 
visible, unmistakable evidence of our willingness and ability 
to Carry out Our commitments and support our national policy. 

In the early days of NATO, the Alliance which stopped 
cold the Westward movement of communism in Europe, 
you used to hear national leaders speak of the “Deterrent and 
the Shield.” Those were the days when our only reai deterrent 
was our retaliatory forces. Our ground forces there were small 
and impotent. Today you no longer hear the Shield excluded 
from the deterrent, for the Shield with its Army forces has 
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become a significant part of the deterrent. General Norstad, 
our NATO commander, has actually pointed out that the 
Shield has increased in importance as a deterrent. 

You shall see a similar development elsewhere in the world. 
As indigenous forces gain in strength, trained and equipped 
by the United States military, they, too, become a part of the 
deterrent, and a part of Free World-wide strength against the 
“Military Obstacles to Peace.” 

There is another aspect to our forward strategy I would like 
to mention. The very fact that the bulk of our combat Army 
is stationed overseas has a profound, though long-range, effect 
on world peace. You will recall that the President initiated 
a “people-to-people” program to foster understanding among 
the nations of the world. The importance of the contribution 
which the Army is making to the advancement of this splendid 
program could hardly be overemphasized. Our officers and 
enlisted men who are stationed overseas, helping to train the 
armed forces of our allies, are truly ambassadors of America— 
representatives of our great Nation. The people of the coun- 
tries in which they are stationed see America in the conduct 
and intimate every-day lives of these, our soldiers. Thus it is 
that their work takes on an even wider importance than their 
purely military work. They are bringing living American 
democracy to peoples all over the world. 

The great, over-all effect of contact between our soldiers 
and the peoples in the nations where they are stationed has 
been good for America. Added to the pride you can feel for 
them as front-line defenders of America is the pride you 
can feel for them as representatives of the American way of 
life wherever they go. 

Equally as important as our military capability is our known 
determination to use it if necessary to resist or defeat aggres- 
sion, no matter what the consequences. The firm stands taken 
recently by the United States in the face of serious provoca- 
tions or outright military aggression in the Taiwan Straits, 
the Middle East, and West Berlin has given the world good 
cause to know that we will aot hesitate to fight in defense 
of the Free World if deterrence fails. We have proved beyond 
the possibility of an honest doubt on the part of anyone that 
we will not dishonor our pledges nor betray those who trust 
us—that we will not abdicate our rights nor shirk our solemn 
responsibilities in any particular. 

In the final analysis, removal of the military obstacles to 
world peace—like all other obstacles—depends upon the 
growth and fruition of ideals in the hearts of men. The 
spiritual and intellectual field is the real battleground upon 
which the future of the world will ultimately be decided. It 
should be clearly evident, therefore, that the major task which 
devolves upon each one of us today is to utilize every talent 
we possess with the utmost vigor, vision, and creative imagina- 
tion to help make the power of our American ideals and 
principles felt throughout the earth. There is nothing more 
important in this endeavor than developing in members of our 
rising generations a solemn sense of obligations of citizenship, 
and providing them with the spiritual and intellectual re- 
sources necessary to meet them. In this way also, the Army is 
serving the Nation. 

Any educational program which makes a man a better 
soldier also makes him a better and more useful citizen. In 
addition to the many skills learned through on-the-job training, 
the Army seeks to give the soldier an understanding of 
America’s place in modern history and the individual’s duty 
as a citizen. Above all, however, the Army is determined to 
see that military service is not a period of “lost time” insofar 
as educational opportunities are concerned. Many young men 
whose formal education ceased long before they entered the 
Army find themselves reawakened and enabled to achieve their 
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full citizenship potential through service programs of general 
education as well as technical training. This training for 
citizenship is a very significant part of the Army's contribution 
to the well-being of the Nation and the success of the great 
cause of peace and freedom. 

In conclusion, I should like to say that though the military 
obstacles to world peace you are discussing at this conference 
still exist, they need give no cause for despair—if we will 
only continue to show determination, willingness to sacrifice, 
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and constancy in the programs we have already begun that 
have shown such promise toward their elimination. 

There is a line in an old hymn which tells us that “Each 
age its solemn task may claim but once.” Today America is 
charged with the most solemn task of all her history. We must 
seize with strong hands and stout hearts the opportunity which 
is afforded us to fulfill our destiny and bring to the world a new 
era of peace and freedom, for we will not have the chance 


again. 


Achieving A Peaceful And Prosperous 
World 


IT WILL TAKE SACRIFICES, COURAGE AND HARD WORK 
By THOMAS J. WATSON, JR., President of International Business Machines Corporation 


Delivered before the 64th Congress of American Industry, sponsored by the National Association of Manufacturers, New Y ork, 
New York, December 2, 1959 


try and cover just a small portion of it. It is, as you 
perhaps kncw—"“Achieving a Peaceful and Prosperous 
World.” 

This hopeful world the subject describes depends upon 
our progress here at home, our progress with the industri- 
alized nations of the world, our relationship with the Soviet 
Union, and our relationship with the under-developed areas 
of the world. 

Obviously, there is time this morning to deal with only a 
fractional part of the problem. I have picked an area which 
I believe deserves our attention and is getting very little 
of it. The problem of the under-developed or developing 
areas of our world. 

Before I start, may I congratulate Stanley Hope and all 
of the Officers and Directors of the N.A.M. for the mag- 
nificent planning that has gone into this very interesting 
conference. I’m sure that all of us will gain a great deal 
through our presence here. 

In order to think about some of the means at our disposal 
for achieving a peaceful and prosperous world, it is necessary 
to begin by looking backward. 

Since the end of World War II, we have witnessed a number 
of revolutionary developments—events of great historical 
significance. 

We have seen the production of goods and services in 
the United States doubled and resulting benefits in the form 
of higher incomes and greater leisure. 

We have seen the triumph of the Marshall Plan, and the 
beginning of the Common Market . . . a dramatic demon- 
stration that at long last, major countries in Western Europe 
are beginning to adopt the American philosophy of broad 
consumer markets and an economy of the working man. 

We have witnessed a technological renaissance in science 
... in the atom, in missile development, in satellites and space 
exploration, in electronics, and in chemistry. 

We have seen emerge a new world balance of power, with 
a Soviet Union that has made formidable strides on every 
front: economic, social, and scientific. 

Finally, and perhaps most important of all, we have seen 
the emergence . . . the political birth or achievement of 
independence . . . of 22 new nations. These new nations are 

concentrated in the non-western worl.. They are found in 
Africa and the Middle and Far East. Largely, their names are 


I HAVE BEEN assigned a very broad title today, and I shall 


unfamiliar . . . their locations obscure. 

IN AFRICA: Ghana, Guinea, Libya, Morocco, Sudan and 
Tunisia. 

IN THE MIDDLE EAST: Israel, Jordan and the United Arab 


Republic. 

AND IN THE FAR EAST: Burma, Cambodia, Ceylon, India, 
Indonesia, North and South Ko- 
rea, Laos, Malaya, Pakistan, The 
Philippines, and North and 
South Vietnam. 

I mention them all for in the years to come, many of them 

will become tremendously important to the western world. 

These nations have a total population of about 800 millions 
. . . One-third of the world total. They have a great deal in 
common . . . despite their different cultures, backgrounds, 
histories, political institutions, and varying stages of economic 
development. 

They have all undergone—or are undergoing—radical 
changes . . . political, economic and social. These changes are 
inspired by a nationalistic fervor; an almost fanatic desire 
to thrust off the yoke of colonialism; to free themselves from 
imperialism; to establish self-rule and to achieve in their 
own right the dignity of being free. These nations are most 
anxious to eliminate poverty and to secure a standard of 
living and a degree of security commensurate with what 
mid-20th century technology can provide. 

It's appalling to realize while we sit in our warm comfort- 
able America that almost a billion people have an average 
per capita income of about $150 per year. It seems obvious 
that these people are susceptible to a new governmental 
philosophy in the future. What that philosophy will be will 
depend largely on how interested we Americans become in 
the problem and how well we sell our ways to these people. 

Therefore, I believe that one of the major keys to a peaceful 
and prosperous world is to be found in these under-developed 
and largely uncommitted areas of the world. 

In the great ideological contest of our times—that of 
Western democracy and Euro-Asian Communism—these un- 
committed nations will play a strategic part; indeed, as they 
grow in power and strength, their weight may be great 
enough to shift again the entire world balance of power. 

It is, therefore, imperative that all Americans know more 
about these nations and that we in the United States exert 
the kind of bold and imaginative leadership essential to 
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win the large majority of these nations towards western 
orientation. 

In the great contest for these all-important, uncommitted 
nations—two major problems immediately stand out: 

First, we face a serious challenge from Moscow. Eco- 
nomically, they are still far behind us but they are growing 
rapidly and they have the advantage of being able to concen- 
trate their resources where it is politically most feasible. 

To those not living in the advanced industrial nations, 
Communism, on the surface, is easy to describe with appeal. 
It offers what sounds like a magic road to success. It proposes 
to take from the rich and give to the poor. There are concrete 
successes which it can point to and its salesmen never speak 
of its weak points. Its one party system .. . its state-above- 
individual philosophy . . . its dictated policies . . . all these 
are left out of the sales talk. 

The Soviet acknowledges—even publicizes—the reality 
that more than one-half of the world’s populations still live 
on inadequate diets. Most important, it proposes to change 
this for the better. 

Communism points with pride at its own achievements. 
Khrushchev has told us and the under-developed nations in 
ringing statements that: 

Industrial production in the Soviet Union has increased 
36 times since 1913, but only 4 times in the United States. 
He forgets our relatively high and his very low 1913 base; 

That all Soviet citizens are literate versus 24% literacy 
before the revolution; 

That last year, they graduated 94,000 engineers against our 
35,000. 

He tells us how successful his seven-year plan is already 
proving to be . . . how in 1959 alone they will produce more 
than $10 billions worth of goods more than the plan for 
this year calls for. 

He talks boldly of radical increases in oil production, steel 
production, hydro-power developments . . . and not least of 
all . . . their space and missile achievements. All this is 
tremendously impressive to under-developed nations. 

Some years ago, Lord Balfour described Communism as a 
great way of making rich men poor . . . but a dubious way of 
making poor men rich. Their record of performance is to the 
contrary. Communism has raised the standard of living in 
Russia materially. Our democratic system has done much 
better under any comparison but attempts to prove the Soviet 
system an economic failure are wishful thinking. 

The people from the less developed nations see what is 
going on. They are constantly reminded of it in glowing terms, 
and they cannot help but wonder whether they should not 
try to emulate what may appear to them to be a successful 
system. And, the Soviet does what it can to spark this belief. 
In addition to extensive propaganda warfare, the Soviet Govern- 
ment has put out more than $2 billions worth of capital 
commitments in 19 countries since 1953 . . . supervised by 
more than 2,800 very enthusiastic Soviet technicians. 

In the face of the startling increases in production which 
I have related and which are a matter of common knowledge 
to all of you, 1 would make a plea for complete realism in 
understanding the appeal of Communism to under-developed 
and under-privileged nations. To look on Khrushchev’'s 
claims, however exaggerated, as ineffectual is merely to put 
one’s head in the sand. 

I was stationed in the Soviet Union during World War II 
and went back to Moscow this summer for a short visit. The 
enthusiasm of the average Russian for his system and what 
it has produced is amazing. They are proud and they believe 
solidly in what they are doing. 

I'm sure when they go abroad as technicians assigned to 
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an under-developed area, their pride and enthusiasm make 
them very effective salesmen for Communism. 

The second major problem we face is internal and perhaps 
it is more important than the external problem, which is 
largely Russian. 

Specifically speaking, it’s the apathy which has crept across 
our whole land. Our system has produced so much for us 
that it has an ominous tendency to soften us as a people. We 
are apathetic about our government, our defense posture, 
inflation and many other things. 

Today I will address myself to our apathy about things 
international. Internationally, we've had our way for so long 
that perhaps we conclude we can continue to win on inter- 
national issues without real knowledge and effort. 

We are an acknowledged world leader but we can’t run 
on our reputation. We've got problems abroad as close as 
Cuba, Panama and South America. The sooner we recognize 
these problems as serious . . . and the sooner many of us get 
interested in them, the sooner they will begin to be solved. 

Our apathy, internationally, is based on lack of knowledge. 
We are the world’s largest international investors and traders. 
If we lose our position in world markets, we lose more than 
anyone else. Yet, we don’t seem to realize it! World markets 
are vital to our whole economic machine. A substantial loss 
in these markets will mean a lessened prosperity here at 
home. The philosophy of isolation isn’t compatible with our 
modern United States, even just on an economic basis. 

Those are the two sharp facets of the problem. Soviet 
realism and salesmanship sparked by great enthusiasm 
and America’s vastly superior economy and political system 
with an apathetic American public. 

Of course, there are a number of things to be done. Many 
are already started and I detect a stirring in the United States 
which I suspect is a change in our national attitudes. 

It’s imperative that we understand our need for friends and 
allies abroad. We simply can’t exist without them. 

One of the very important ways of winning allies is through 
our Mutual Security Program—Foreign Aid. This is a program 
which has always had bi-partisan support. President Truman 
and President Eisenhower both have strongly supported the 
program. Yet, it is always debated and pared in Congress. 

For the fiscal year 1960, Congress was asked to appropriate 
$3.9 billions for the Mutual Security Program . . . much of 
it for under-developed nations. It was emphasized that this was 
the minimum figure necessary to accomplish our objectives. 
The final appropriation was $700 millions SHORT . . . almost 
20% less than was requested. 

While we cut our appropriations, the Communists increase 
theirs. By concentrating their expenditures in selected coun- 
tries, they are getting more mileage per ruble spent. Currently, 
they are spending considerably more than we are in Indonesia, 
in the United Arab Republic, in Yugoslavia, in Afghanistan, 
in Ceylon, in Iraq, and in Ethiopia . . . all countries important 
to us. 

We must realize that the Communists are fully committed 
to the contest for the under-developed nations, while at times 
it appears that we haven't really decided whether we are 
competing or not. 

There are many critics of the whole foreign aid idea. We 
should ask ourselves why we initiated our aid program with 
the Marshall Plan and why we have initiated all other aid 
programs abroad . . . ask ourselves the basic reason for the 
expenditure of every American penny abroad. Of course, it 
has been our enlightened self-interest. For this reason, re- 
quests for appreciation from foreigners and requests for 
publicity in foreign papers as to how much we have done 
for their nation are really ridiculous. 
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The Marshall Plan money was spent abroad to prevent the 
entire European Continent from becoming Communist statel- 
lites .. . and I think that there are few in this room that would 
deny its success. 

Our military and economic aid abroad since that time has 
all been for this very same reason. 

Foreign aid is aimed at building up the economies of our 
allies and friends throughout the world. Developing nations 
need capital just as we needed foreign capital here at home 
to aid in developing our own economy years ago. 

Foreign aid must one day cease, even in under-developed 
areas. It must be supplanted by a trade program of major 
proportions and on a two-way basis. The Soviet is most active 
in making trade argeements, supplemented by long-term 
credits to these nations . . . and we must compete and win in 
this area. 

These nations are capital shortage nations. They can raise 
capital by trading abroad, by importing capital, by encouraging 
private investment. We should aid them . . . by lowering 
tariffs, investing abroad, and sharing our great stockpile of 
know-how with them. 

We must strengthen and improve our posture of leadership 
throughout the world. We must elect government leaders who 
understand that partisan politics at home must be balanced 
by effective international leadership. 

Finally, to reach the goals which we set for ourselves, we 
must realize that some sacrifice is necessary. We can't do all 
of the things necessary for the United States to do—in this 
country and abroad—and still proceed on the “business as 
usual” basis. Additional expenses should be balanced by ad- 
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ditional taxes or a commensurate reduction in existing govern- 
mental expense. We want to spend everything that is necessary 
for all of the programs to strengthen America . . . we want a 
balanced budget . . . and we want the same or lowered taxes. 
These three are incompatible. One of our first sacrifices must 
be a willingness to accept higher taxes, if necessary, in order 
to accomplish our purpose ot keeping America ahead of the 
world on all counts. There are no easy solutions. 

The future can be as bright or as dark as we choose to make 
it. 

The choice of how America goes in the years ahead is 
squarely up to us. We can’t lay the responsibility on our 
Government, our President, or our military leaders . . . for in 
the end, we are the policy makers. 

The decision that we will make the sacrifices necessary for 
victory is a difficult one to reach. Our Government can reach 
it only if it is backed and led by a majority of people who 
clearly support its decision. 

This country is a shining goal for nearly all the people on 
earth whether they admit it or not. The fact that nearly all 
Americans have a chance for success and that many or most 
do in fact succeed, is well known abroad. Most of the un- 
committed nations want to follow us. Let's make it possible, 
even easy, for them to do it. 

We won't do it with fizzling rockets or lowered taxes or 
something for everyone. It will take sacrifices and courage 
and hard work, but the goals are tremendous, so let's get on 
with the job. 

The alternative is not one which we would want to con- 
template. 


Why Women in Politics 


THINGS TO BE STOPPED AND THINGS TO BE STARTED 


By G. JAMES FLEMING, Professor of Polstical Science and Dwector of the Institute for Political Education, Morgan State 
College, Baltimore, Maryland 


Keynote Address, Second Annual Leadership Conference, W oman Power, Inc., Baltimore, Maryland, November 15, 1959 


ILLIONS OF VOICES down the ages tell us that 
every group that has wanted political recognition 
has had to fight for it, organize for it, work for it, 

pay for ic—whether these groups be farmers, labor unionists, 
military men, businessmen or any other kind. 

History insists that, if the women represented here today 
want more status in politics, they will have to obtain it in the 
same way. They must know that if they will benefit from 
politics, they must get into politics, using this latter term in 
its highest meaning. 

For we must not forget, to paraphrase the words of Harold 
Laski, the late noted British political economist, that “Those 
who are excluded from politics, or who exclude themselves 
from politics, are also excluded from the benefits of govern- 
ment.” 

Are you interested in the benefits of politics and govern- 
ment? And if you are, what benefits are you interested in? 
Are you just interested in ringing doorbells at election time 
for $15 or $30 per day? Are you only interested in getting a 
little job for yourself (the crumbs that fall from the master’s 
table)? Are you only interested in getting a traffic ticket 
fixed? Are you only interested in an occasional demonstration 
in the Sheraton-Belvedere Hotel, decked out in the latest 
fashions? 

If these are all you care about, it will scarcely matter what 


you do here or whether you came here, or not, in the first 
place. 

But, if you and the women you represent want to have a 
real hand in influencing the government of your city and 
state, then your being here is tremendously important. If you 
want to influence the condition of your children’s schools and 
the quality of their education; if you have a boiling concern 
whether your neighborhoods are clean and safe or whether 
even government helps to turn them into slums; if you are 
interested in whether the police serve and protect you or 
whether they disserve you, then your being here is a “giant 
step” in the right direction. 

If you are concerned whether your children have a future of 
Opportunity or not; if you are interested in seeing that all 
segments of the community, regardless of sex or any other 
artificial barriers, get recognition in high offices of responsi- 
bility and trust, then you are starting out the way every other 
group has found it wise to start. 

Indeed, your meeting here today may also mean that you 
have an interest in your menfolks really having a chance to be 
men. 

If you want more than the crumbs and tinsel of politics 
and of government, there are some things which you must stop, 
and some things which you must start. 

1. You must stop leaving politics and government for 
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somebody else to do (if you “let George do it,” he will 
do it for his own benefit and not for yours). 

2. You must stop regarding politics as a “game” (it 
is a serious calling if we would have it serve the people’s 
good ). 

3. You must stop thinking /ittle (depressed over what 
“only a few women can do” or over the “impossibility” 
of changing present conditions ). 

4. You must stop expecting other people to pay for 
your political advancement, or for any other kind of ad- 
vancement (because it is still true that he who pays the 
fiddler calls the tune). 

Then there are some things you must start doing: 

1. You must start thinking big, determined that what 
others have done you can do. 

2. You must start taking the trouble to /earn how to 
be effective in politics (through the very kind of work- 
shops you have engaged in today, and many more). They 
need not all be on this grand scale but, like a certain 
church group, you can hold Sunday School—I mean, 
political schools—in homes, on empty lots in the summer, 
anywhere. 
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3. You must start paying for your own political 
development; you must start putting money into politics 
(your own money). 

4. You must start recognizing that the rank and file 
political powers, wherever they are, have little respect 
for what is right and just, or even for what is democratic; 
but that they have tremendous respect for power—the 
power of numbers, the power of money, the power of 
organization, and respect for the courage of those who 
use their numbers, their money and an effective organiza- 
tion to help and reward political friends, and to hinder 
or punish political enemies. 


CONCLUSION 


In politics they who would be free must themselves strike 
the first blow—free to have full participation in the life of 
full citizenship, free to secure the fullest services and pro- 
tection of government, free to have those they help to put 
into office represent the interests of all the people, free to 
benefit from government as well as to contribute to the support 
of government, free not only to lose but also to win, free to 
help keep freedom secure, with responsibility, under our 
democratic form of government. 


Youth’s Right To Knowledge And 
Free Speech 


THE CHALLENGE OF YOUTH FORUM DICUSSIONS 
By DOROTHY GORDON, Moderator, The New York Times Youth Forums 


Delivered before the annual meeting of the New York State Teachers Association at Sachem High School, Lake Ronkonkoma, 
L. 1., New York, October 16, 1959 


dress spoke the following words, “We sense with all 
our faculties that forces of good and evil are massed and 
armed and opposed as rarely before in history.” 

All my faculties sensed the evil forces back in the middle 
thirties when I spent some time in Europe and saw with 
increasing alarm the indoctrination of youth in Germany and 
Russia via radio and other mass media. Way back in the early 
twenties Russia recognized radio’s possibilities for mass edu- 
cation, welcomed and began using it for political propaganda 
immediately. Having set up her vast network that embraced 
every remote village from the arctic plains to the great steppes 
and into the farthest mountain districts—Russia proceeded to 
concentrate upon her children. Programs directed to the youth 
emphasized the meticulous study of infantry and military 
tactics by the youngest children, the preparation in knowledge 
of mechanized warfare, and stressed the worship of the State 
and the exaltation of the State leaders. Science programs for 
high school youth developed young scientists with the utmost 
capacity for technological superiority. Russia was making the 
greatest use of the cream of her youth, yet at the same time 
curtailing access to knowledge about the acts of government. 

Indoctrinated with ideologies utterly opposed to the ideals 
of democracy, how much did those youngsters threaten the 
future of America? How much of a menace would they be to 
their contemporaries in the rest of the world? Those were the 
questions that seethed through my troubled mind and sud- 
denly I knew I had to do something about it! 

A man does not come by his democratic conscience over- 
night in his manhood. He is not born in it. Instead it must 
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be instilled into his thinking from his alphabet days on in 
order to make him fit for liberty. I realized then that the 
greatest hope for a lasting democracy lay in an awareness 
of the principles of freedom on the part of our youth in 
America, and that awareness could best come through par- 
ticipation in one of the strongholds of democracy which is 
freedom of speech. Our youth had every right to educational 
opportunities that would bring out their full capacities through 
freedom to inquire, to learn and to utter their beliefs. The 
danger and threat of the totalitarian ideology could best be 
met by a reaffirmation of faith in our democracy. With that 
firm conviction in mind, I brought the idea of youth forum 
discussions to The New York Times. Mr. and Mrs. Arthur 
Hays Sulzberger had the imagination and the vision to realize 
the importance of such a project, and The New York Times 
Youth Forums were born. Not long after, other newspapers 
here and throughout the country adopted the idea. Have you 
seen a wind blow across a wheat field? There is a graceful 
undulation in one direction. A wind seems to have blown 
across the country all in one direction—youth forums—and it's 
no ill wind in spite of some older critics who still believe 
that “children should be seen and not heard.” 

That slogan belongs in the past era. Because I have been 
working very closely with youth, I shall try to share with you 
some of my experiences and my firm belief that young people 
who have clear and soundly-based knowledge of today’s world 
issues are likely to emerge as the leaders of tomorrow. 

Would the world of today have been a better world if the 
youth of yesterday had been encouraged to talk and discuss 
and think? I think so. Surely the first step in building the 
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world of tomorrow is to know and understand the world of 
today. Security among nations will never be achieved without 
an expanding knowledge of world affairs—especially among 
the young, the future citizens of tomorrow. That is the chal- 
lenge facing parents and educators. How much should youth 
be permitted to discuss? Can they talk about current issues 
and make sense? Are they merely reflecting ideas expressed 
by their elders? These and other questions arise in the minds 
of some adults when they learn that boys and girls are given 
a platform on which they are permitted to discuss world events. 

Those of us, however, who come in direct contact with 
the young minds feel quite different about it. We se the 
young people groping towards adulthood with a tremendous 
energy and keen curiosity. As moderator of The New York 
Times Youth Forums, I find that the interest, the ebullience, 
the energy that go into our panel discussions are sweeping 
beyond description. The eagerness on the part of the boys 
and girls to share knowledge with each other is a constant 
inspiration. True, the young people often repeat what they 
hear from their elders, but isn’t that true of all of us? Are 
we not guided by what we read and hear? Aren't adults guilty 
of choosing a favorite commentator or other personality and 
glorifying him as if each word he said were gospel? How 
many adults can think out complex world problems for them- 
selves? How many can sit around a table and discuss current 
issues thoughtfully, calmly and with knowledge and reason? 
It would certainly be difficult to select several hundred average 
grownups to compose a panel of six different members over 
a period of forty weeks each year who would discuss contro- 
versial topics as simply, as courageously and with the maturity 
often displayed by the youngsters. Let me assure you that 
the youth approach the topics thoughtfully and carefully. 
They come to forums with knowledge gained by research, by 
reading of newspapers and magazines, by listening, not to one 
commentator, but to several. 

The wealth of material absorbed may cause confusion at 
first but through discussion, through sharing the acquired 
knowledge with parents, teachers, friends, the young people 
learn to think things through. They are constantly stimulated 
into the acquisition of more and more background informa- 
tion. They learn that only facts and knowledge are valid and, 
while enjoying themselves keenly, they are engaged in a vital 
democratic process, obtaining an effective education which is 
preparing them for their future place as informed citizens in 
a democracy. 

Now let's see what the young people themselves say about 
all this. They approach the topics selected at the roots, basically 
and fundamentally. They resent being shoved into the back- 
ground. Quoting directly, we hear: “The trouble is that 
grownups don’t let us talk about things and then we stop 
thinking about them. After all, we are the citizens of tomor- 
row and if we don’t learn about what's happening around us 
we won't make a better job of the world than the grownups 
have made. We must be allowed to talk about the world and 
learn what must be done to make it a better world.” 

Undoubtedly the young people object to being treated as 
little children when they are ready and eager to take challenge. 
Naturally the flood waters of emotion must be directed but 
they cannot be confined or bottled up. What do they mean 
by a better world? “One without wars,” they answer. A young 
lad in his early teens says, “If we are to formulate a lasting 
peace and plan for it, we must find the main causes of war. 
Wars are caused by aggressive nations seeking to divide, to 
conquer, to strip people of freedom. To eliminate wars we 
must eliminate police states. We must aid backward areas so 
that the standard of living can be raised. Hungry people 
gtasp at anything to improve themselves and that’s when a 
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dictator gets a strangle-hold.” 

The topic under consideration was “America’s Responsi- 
bility in Maintaining the Peace.” The young people ap- 
proached the discussion with eagerness, with intelligence and 
effectiveness. A young girl said, “We ought to show by 
example that democracy is the best form of government. 
America came out of the last two wars as the champion of 
democracy, and it is America’s duty to guarantee human rights 
and freedom to everybody. And, above all, everything should 
be done to educate all the young people in the Country to 
understand democracy, to live it, to love it-—even as fanatically 
as the Russian children are taught to worship the Soviet 
Union. Then we won't have to fear communism.” 

Liberty rides high in the hearts of the young people, and 
justice and tenderness and love for humanity. “Feed the 
children,” they cry. “Make their bodies healthy so that you can 
educate their minds.” “Let's open our doors to the displaced 
persons.” “Do not destroy what America has stood for through 
the years.” 

The young people speak their minds with the deep shining 
hope that they will be listened to and taken seriously. They 
resent the emphasis on juvenile delinquency and the whole- 
sale indictment of all youth. “If you take an actual count,” 
they say, “how many of us are delinquents? And if there are 
so many, why isn’t something done about it? All right, people 
get together in a neighborhood and start a recreation center. 
As if that’s the answer!” 

To the question, “What is the answer?” they come back 
quickly, “Lots of things.” 

“The home, the school, the church, the way people live.” 
One young girl declared, “Most of it comes when children are 
not loved. Everybody wants love and affection. I come from 
a very crowded neighborhood—slums, I guess you would 
call it. But all the children aren’t bad. Lots of them help their 
mothers after school and work hard and study. But some of 
them are terribly neglected. Their fathers drink and their 
mothers work and they are left alone and that’s how they 
get into bad company. I guess for those children a place for 
recreation and play is a good thing, but every boy and girl 
wants love and affection.” 

A young girl from a very select private school looked 
across the table at the last speaker with brooding eyes. She 
spoke slowly, distinctly, clearly, “You are right,- of course. 
Delinquents don’t come only from the slums. There are Park 
Avenue and Fifth Avenue delinquents too. Broken up homes, 
divorce, parents separating, children living with one parent, 
then another. It isn’t only the parents who work that neglect 
their children. The place of worship can play a great part. 
Children must be taught moral values, faith in God, the 
difference between right and wrong.” 

These opinions are not localized. They reflect general 
thinking on the part of youth all over the country. There 
seems to be a clarity of thinking among young people that 
defies the nostrums and palliatives often suggested by older 
minds. And there is courage too. Racial and religious preju- 
dices are tackled courageously and attacked at their roots. The 
young people state firmly that “people are not born with 
prejudices. These are imposed upon them by their elders.” 

A quick statement came from another member of a panel. 
“For that matter, any kind of hate is bad—hate of the rich, 
hate of the poor, hate of one class of society by another class. 
People must learn how to live together. It goes back to educa- 
tion. If all the children of the world could be educated at one 
time to understand each other and respect each other you 
could wipe out prejudice in, one generation.” 

It is a source of constant satisfaction to see the attitude of 
the vast majority of youth towards extreme statements. There 
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was one discussion in which one of the members expressed 
ideas that resembled the Communist Party line. Immediately 
everyone challenged in violent disagreement—panel and audi- 
ence alike. The moderator had to step in by asking the par- 
ticipants not to personalize the discussion. Not to direct every 
statement at Jim. Upon which a young man said, “But we 
must. Jim is a symbol. A symbol of everything this country 
should be against. He’s the kind that keeps our democracy 
from being what it’s meant to be. He’s the kind that makes 
wars. He stands for the things we hate—prejudice, intolerance, 
inhumanity, the brutality of the Police State in any form. It’s 
up to us, the youth of America, to watch our step carefully and 
see that other young people do the same. It’s that kind of 
talking and thinking that is a threat to our democracy. We, 
the youth, will not have it.” 

There was vociferous agreement expressed on this and Jim 
shrank back a defeated spokesman for the Communists. 

Let me divert here to tell a little story. In 1935 in Moscow, a 
little eleven-year-old girl ran up to me and asked, “Was your 
President unhappy because he lost the NRA?” I was startled! 
What did this child in Russia know about the NRA in 
America? The Commissariat of Education explained: “How 
can we teach our children the merits of the Soviet system if 
they do not know the weaknesses of the Capitalist system. 
Our future depends upon our youth.” 

Well—the future of democracy also depends on owr youth. 
Through the years I have been continuously amazed at the 
lack of realization on the part of many adults that the greatest 
communist menace and threat to the free world is the Soviet 
youth. Almost two generations indoctrinated with Soviet ide- 
ology! We have not, with equal intensity, concentrated on our 
youth—utilizing the mass media of communication to give 
to our young people an understanding of and devotion to 
democracy. We need to emphasize again and again a firm 
belief in a representative government of and by free men. 

I recommend that instead of taking the teachings of Marx 
out of the schools that the books be introduced into the 
high schools with competent instructors in political science 
to teach communism as a comparative form of government. 
The young people beg for this, and they claim that only in 
that way will they learn what is the threat of communism. I 
agree with them and if we cannot trust our teachers to give 
this course and if we do not have faith that our youth will 
reject totalitarianism and accept democracy as the best form 
of government evolved by free men, then we have failed 
miserably somewhere along the line in the teaching of demo- 
cratic principles. I have faith in our youth. I know they will 
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come out ahead. 

When the forum discussions move into the broader channels 
of preparing youth for leadership in a world where tech- 
nological and scientific advances have far outstripped unity 
amongst peoples and nations, the young people express them- 
selves with clarity and the hope of youth. They desperately 
want to be part of a world in which a United Nations or- 
ganization will be a reality so that world peace can be assured. 
There is little or no pessimism in the attitude of youth. 

“We cannot keep our youth in a vacuum on world affairs,” 
and there is no better method of helping them clarify their 
thinking than through discussion. 

“The world’s problems are our problems,” they declare, 
“not only because the world has shrunk and we are practically 
living in each other's back yards, but because as long as one 
American sees that another human being is enslaved, he is 
going to fight for that man and he does not care whether the 
odds are ten to one or a hundred to one. He is going to see 
that justice is done.” 

The young people come back continuously expressing the 
same ideals—"“Justice,” “Faith,” “Courage,” “Education,” “Hu- 
man Rights,” “God and Religion.” Issues are examined and 
probed, with a curious far-seeing evaluation. They want to 
talk and discuss and think. 

So give the youth a platform—but, see that the platform 
is used carefully, thoughtfully, preparedly and under guidance. 
They must never feel that they are being called upon to give 
solutions to the world’s problems—although we recognize 
that they often get down to basic fundamentals with a wisdom 
far beyond their years. 

The challenge of youth forum discussions provides an in- 
centive for probing into a given topic, for exchange of ideas 
with one’s own age group and with an adult of experience and 
authority—who establishes facts but at the same time must 
also meet the challenge of the young people's thinking and 
even difference of opinion. 

When you encourage a flow of ideas between young people 
of varying backgrounds, and encourage them to think about 
the world and humanity you are planting the seeds of democ- 
racy. I beg of you—give the youth their platform and scatter 
the seeds of democracy as far as possible. Who knows where 
they will take root. 

We must guide the youth, help them, steer them away from 
muddled thinking, teach them to be wary of the propaganda 
tactics of the unscrupulous spell-binder. But let them speak, 
these future citizens of a troubled world. They may turn out 
less confused than we are. 


Are Railroad Workers 
“Featherbedding’’? 


THE MISLEADING CAMPAIGN AGAINST RAILROAD WORKERS 
By G. E. LEIGHTY, Chairman, Ratlway Labor Executives’ Association, Washington, D. C. 


Delivered before the Economic Club of Detroit, Michigan, November 9, 1959 


organization for your kindness in inviting me to appear 
before you today. I am well aware of the prestige of 
The Economic Club of Detroit and its members, and I am 
therefore all the more gratified at this opportunity to bring 
before this group of enlightened industrialists and others 
interested in economic affairs the viewpoint of one million 


I WANT TO express my appreciation to your distinguished 


railroad workers in the United States and Canada. 

This subject of “featherbedding,” of course, is a voluminous 
subject. It could be discussed, as a previous speaker has in- 
dicated, for several hours. I shall attempt to limit my discussion 
to 30 minutes and I hope to be able to complete my remarks in 
that time. 

At the outset I want to say that I am sincerely sorry that 
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President Daniel P. Loomis of the Association of American 
Railroads could not be with us today in response to your 
invitation. There was a time, not too long ago, when railroad 
labor and railroad management could and did sit down to 
discuss our common problems in a spirit of mutual respect. 
I hope conditions of that kind will come again soon, because 
railroad labor has always believed in a sincere effort to 
cooperate with management in all ways possible for the good 
of the industry. 

Some ten months ago, however, our good friend, Dan 
Loomis, touched off a multimillion dollar campaign, prepared 
by the railroad industry’s propaganda experts, designed to con- 
vince the American public that railroad workers are “feather- 
bedders” and overpaid incompetents. 

I am sure that all of you have seen at least some of the 
series of advertisements and steady stream of newspaper 
articles and editorials which are part of this campaign. 

Those articles claim that “featherbedding” costs the rail- 
roads $500 million per year, and results in the destruction of 
thousands of railroad jobs each year. I say to you without 
qualification that these advertisements and other charges of 
featherbedding which railroad management has been making 
about railroad labor are deceitful and completely untrue. More- 
over, they are doing more untold harm to the railroad industry 
than anything that has happened in many years. And they 
are bitterly resented by the employees. You must remember 
that railroad workers are citizens of the community—respected 
citizens—and history has shown that they have always served 
the industry well. 

I think you will agree with me that any worker who didn’t 
resent being called a “featherbedder,” or who had an implica- 
tion made that he caused more damage to the country than 
for example the San Francisco Earthquake, or the Texas City 
Disaster, wouldn't be either a desirable employee, or a desir- 
able citizen of this great nation of ours. 

In all my years of railroading—and I started more than 40 
years ago—lI have never seen as vicious, as unwise, as mislead- 
ing and as false a campaign against railroad workers as the 
one which the railroad managements of this country are now 
conducting. That campaign, master-minded by the high-priced 
advertising and public relations firms hired by the railroads, 
reflects, I regret to say, the same Madisoi: Avenue disregard of 
ethics which has brought television quiz shows to their present 
ill repute and has prompted the Federal Trade Commission 
to launch its current campaign to stamp out false and mis- 
leading television advertisements. 

What is behind this campaign? Why did the railroad in- 
dustry, which over the years has had a comparatively out- 
standing record of peaceful and harmonious labor relations, 
suddenly launch this irresponsible and demoralizing all-out 
attack upon its employees? 

The most obvious answer, of course, is that the three-year 
moratorium on changes in wages and working conditions on 
the railroads expired November 1, 1959. 

One aim of the campaign is to try to create an atmosphere 
which would give the railroads a psychological advantage in 
the collective bargaining that is now getting under way. 

However, the railroads also have other motives, less obvious, 
in undertaking this massive effort to brainwash the American 
people. 

It is important to remember that under the Railway Labor 
Act, every major dispute that cannot be resolved between the 
workers and management eventually goes before a Presidential 
Emergency Board which issues a report on the facts and 
recommends what it regards as a fair settlement. A major 
purpose of the railroads in their current propaganda campaign 
is to brainwash all potential referees and arbitrators, as well 
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as the general public, to such an extent that it will be impos- 
sible for railroad workers to secure a fair and equitable report 
and recommendations from such a board. 

Coupled with their charges of “featherbedding” is the steady 
propaganda line that the railroads are in a bad state of eco- 
nomic health, that they are now unable to compete with other 
forms of transport, and that they must have government help 
in order to survive. 

It has already paid off for them handsomely in the benefits 
they received from Congress in the Transportation Act of 
1958, as well as in the special tax measure and other conces- 
sions they have received from state and local government. 

Before I turn to the specific issue of featherbedding, there- 
fore, I want to briefly touch upon this related question of the 
present state of health of the railroad industry. The truth, 
here, too, is quite different from what tue railroads would have 
you believe. 

In the last decade, railroad profits have gained record 
heights and unprecedented stability. This has been reflected 
in a strong investor confidence in rail securities, and a spec- 
tacular advance in the value of railroad stocks. The Dow-Jones 
average of railroad stocks, for example, is up more than 400 
per cent over the average in the pre-World War II year 1939. 
By comparison, the Dow-Jones average of industrial stocks 
has increased only 350 per cent over 1939 and the utility 
average is up only around 270 per cent. In other words, the 
increase in the price of railroad stocks has gone up more than 
the average increase of either industrial stocks or utilities. 

Moreover, railroad companies today are still the largest and 
most important carriers in the transportation field, and they 
are still the most profitable of any form of transport. They 
realize a margin on gross revenues that is two to three times 
larger than those of the domestic airlines and truck lines, 
and their margin also is more favorable than that of inland 
waterway shipping. 

For a moment let us compare the railroads’ present earn- 
ings with past profits. In the period from 1921, when the 
government relinquished its wartime control over the railroads, 
through 1958, the average annual net earnings of the railroads 
was $499 million a year. Last year, which the railroads called 
“a very bad year” and which was a recession year for prac- 
tically all American industry, the railroads nevertheless re- 
ported a net income, after taxes, interest and all other expenses, 
of $602 million. In addition, they took another $600 million 
out of their operating revenues and placed it in their capital 
account for “depreciation,” which they are able to utilize in 
any way they see fit. 

Of course, this depreciation allowance is provided for 
through the rulings of the LCC., but from 1921 to 1958, 
this so-called depreciation allowance increased from $200 
million a year to more than $600 million a year, and all of that 
is taken out of operating railroad revenues before any of these 
other expenses are paid. 

There are a few railroads undoubtedly which are in financial 
difficulties; however, these are largely located in the Eastern 
area and an investigation would indicate that outmoded 
capital structure and other elements are responsible for their 
condition. 

Strange as it may seem, they are not the railroads that are 
pushing this so-called “featherbedding” campaign. In fact, 
railroad managements are divided over the wisdom of this 
propaganda campaign which the group presently controlling 
the thinking of the industry has launched against railroad 
workers. 

The charge of “featherbedding” is being made against 
railroad workers with the primary intent of taking away from 
these workers a substantial share of their present income. The 
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carriers have set the amount involved at half a billion dollars 
a year, and while they say that “the public” is paying this cos-, 
nowhere in any of this propaganda do I find any intention 
stated of reducing the freight rates or their passenger fares. 
They want this additional money for whatever purpose they 
see fit to use it. 

Until very recently there was no breakdown made of this 
figure. However, it has been used time and time again and it 
has probably become the most widely disseminated of modern 
myths. 

On November 1, however, the date arrived for the carriers 
to make public just what changes they had in mind in the 
present working rules which supposedly will eliminate this 
fantastic amount of alleged waste and at the same time, ac- 
cording to their propaganda, will halt what they refer to as 
the needless destruction of jobs in the railroad industry. Now 
that they have served notices on their employees’ unions, we 
can determine for the first time the strange arithmetic by 
which the industry’s propagandists have arrived at this fan- 
tastic figure. 

When analyzed, I think you will have to agree with me that 
it represents one of the most unmathematical manipulations 
to be found anywhere in the realm of loaded statistics. 

First, say the railroads, more than $200 million of this total 
is made up of the wages now paid to firemen in freight and 
yard service, whom the railroads want to eliminate. Passing 
over the justification for such a move, I must say that I am 
unable to understand how the destruction of jobs in the 
railroad industry is halted by such a proposal to eliminate many 
thousands of jobs now in existence. 

Next, the railroads say that they would save about $150 
million a year by revising the so-called dual basis of pay for 
train service employees. This, as I shall explain later, is 
nothing other than a proposal to cut the present piece rate 
earnings of these employees by this amount. It is a pay cut 
proposal, pure and simple. 

Another $100 million of the figure is attributed to the wages 
now paid to other workers who, the railroads say, fill “useless 
crew positions on trains.” Presumably, these are primarily 
brakemen, although the railroads have not spelled this out 
in detail. I shall explain latter just how fantastic and dangerous 
this proposal to eliminate these jobs is, but once again | 
might ask—how do you stop the needless destruction of jobs 
by further destroying them? 

Finally, the railroads say that $50 million of their figures 
represents the money railroads pay out because of “full crew” 
laws and other safety statutes in 23 states. These laws, how- 
ever, were enacted because the people of those states, speaking 
through their representatives, determined, under our demo- 
cratic processes, that the railroads could not be relied upon 
without such legislation to take adequate safety precautions 
to protect the interests of the traveling public and railroad 
employees alike. 

This breakdown of the railroads’ $500 million figure for 
the alleged cost of “featherbedding” on its face reveals just 
how misleading the propaganda claim is. I want to explain 
to you some of the facts about railroad operations, which lead 
all practical railroad operating men to vigorously oppose the 
proposed changes in the work rules which the carriers have 
called for. 

In the first place, of the present 800,000 workers in the 
railroad industry in the United States, only 200,000 workers 
are employed in the so-called operating crafts; that is, in 
switching operations and running the trains. Of that total, 
approximately half are engaged in switching or yard service 
and are paid on an hourly basis, so that the so-called dual 
basis of pay, which is the basis of the railroads’ “feather- 
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bedding” propoganda, applies only to about 100,000 train and 
engine service employees who are engaged in so-called road 
service and are required to work under conditions which 
are not present in any other industry. 

The minimum train crew in road freight service is only 
five men—an engineer, a fireman, a conductor and two brake- 
men. This has been the standard minimum crew for over 
40 years, and it hasn’t increased today despite the fact that 
trains are many times longer, heavier, faster and potentially 
more destructive than ever before. 

The pay system by which road operating workers are 
compensated is a piece rate incentive system, where the unit 
of pay is the mile run. One hundred miles is merely a unit 
of work for which a unit of pay is received. 

Some railroaders inaccurately call the 100-mile unit of pay 
“a basic day,” and the railroads have twisted this term for all 
it is worth in their featherbedding campaign. What the term 
really means is that 100 miles is a basic unit of compensation, 
and it never was intended, and never has been, comparable 
to an eight-hour day as we know it in outside industry and 
in the railroad non-operating crafts. 

Let me illustrate just how unfair the railroad charges are 
that their workers earn “a day's pay” in only a few hours of 
work by contrasting the earnings of a Detroit bricklayer during 
an eight-hour day with what the railroads call “a day's pay” 
in their propaganda. The bricklayer currently would earn 
about $34 a day for his labor, while the so-called “day’s pay” 
of the average locomotive engineer—the highest paid of 
any of the railroad operating workers—is only $22 a day. 

Most of the operating workers earn considerably less. On 
the basis of 100 miles for that unit of compensation, most of 
the workers earn an average of approximately $18 to $19 for 
that 100 miles’ service. 

When you consider how much greater is the responsibility 
of these railroad men, upon whom depends the safety of equip- 
ment and lading worth several million dollars per average 
train, plus the lives and security of many passengers, it is 
clear that the 100-mile measure used to pay operating em- 
ployees does not represent a day’s work in the usual sense, 
bur rather is only a unit of work. 

The railroads now propose to run their crews 160 miles 
for the same amount of money they now pay for 100 miles. 
In other words, they are asking these employees to take a pay 
cut of some 60 per cent for the work to be performed, and in 
other words, make this measure of compensation a real basic 
day, instead of only a measure of compensation, which would 
result in this decrease of about 60 per cent in their wages. 

Railroad productivity, as most anyone would know, has 
increased tremendously in recent years. In fact, the trend has 
been upward since 1919. And because of this productivity 
of their employees, the railroad rates—freight rates and pas- 
senger fares-—have not gone up as much as they otherwise 
would. The productivity is continuing to rise and will con- 
tinue to rise for a number of reasons. 

The carriers argue that higher train speeds because of 
dieselization make present pay scales archaic. But in 1946, 
before the U. S. roads curned to diesel power in freight serv- 
ice, the average train speed was only two miles per hour less 
than the average freight train speed of 18.9 miles per hour in 
1958. Steam engines could move just as fast as Diesels, but 


it iook more engines and more crew members for the heavy 
loads, and that's where productivity comes in and tells the 
story. 


Previously a 100-car freight train with two to four steam 
engines had two to four engine crews. Now one engineer 
and one fireman are responsible for any number of diesel 
units operating in multiple and they can and do run as high 
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as 5 and 6 units hauling trains of 150 to 200 cars, and even 
more units are used where longer trains are involved. 

In any piece rate system, there are always some operations 
which pay comparatively high wages, and when the railroads 
in their propaganda cite runs where they claim one or two 
so-called “days’ pay” is being earned in a few hours, they are 
referring to these exceptional so-called “Red Apple” runs. 

Such runs are held by less than one per cent of all railroad 
employees, and they are held only by employees who have 
worked up the seniority ladder step by step by putting in 25 
to 30 years of service at conditions and pay which are de- 
cidedly sub-standard in terms of modern industris! wage 
scales and working practices. For every example which the 
railroads cite as “featherbedding,” there are scores of instances 
at the other end of the pay structure where the employees are 
grossly underpaid. 

If the railroads were to go on a straight-time basis similar 
to that in other industries, they would, on the basis of 1957 
employment, have to pay out some $647 million a year more 
to their employees than they actually did. That, let me point 
out, means that any fair and equitable adjustment of the dual 
basis of pay system to modern industrial standards would cost 
the railroads well over $100 million more than their alleged 
$500 million cost of “featherbedding.” 

How is that figure computed? In the first place, railroad 
operating employees in road service did not get the 20 per cent 
increase in basic pay that was granted to non-operating em- 
ployees when they went on a 40-hour week. The railroads 
said, “Because you make the run in less than 8 hours, you 
are already on a shorter work week.” If they went on an 
average 8-hour day, as other industrial workers enjoy, they 
would have to make an increase of at least 20 per cent in 
the basic pay. 

Then these employees do not receive any night-shift dif- 
ferential. They receive no pay for the time they are held 
away at the away-from-home terminal, and they receive nothing 
for their expenses at the away-from-home terminal, which 
includes meals, lodging and other incidental expenses. They 
have to pay that out of their basic wage. 

These employees do not receive any paid holidays. They 
do not receive any time and a half for Sundays, any time and 
a half for holidays; and the other conditions under which 
they work, being required to go out in all kinds of weather 
and in storms, and at all times of the year, makes their posi- 
tions extremely undesirable, and I know many workers that 
would not consider working under those conditions. 

Another feature involved in this calculation would be the 
pay for time in excess of eight hours. In practically all other 
industry, as you know, industrial workers receive time and a 
half for overtime. In the road service on the railroads, less 
than half of the overtime is paid at the overtime rate; most 
of it is paid at the pro rata rate. And they are one group 
of workers, and probably about the only large group of 
workers, that only receive the straight-time rate for overtime 
work. 

Another proposal of the railroads is to change the mileage 
ceilings of these crews. At the present time, the average crew 
operates 4,800 miles per month in passenger train service, 
and approximately 3,200 miles per month in freight service. 

What would this proposed rules change really mean? It 
would mean that there would be thousands of enginemen 
out of work, and how do you prevent this destruction of jobs 
by requiring one group of employees to work unreasonable 
hours so that you can get rid of a younger group of employees? 
I would say that it just can’t be done. 

They also want to change the terminal points. They want 
to reorganize existing terminals and do it in a unilateral 
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manner. What does that involve? It would mean literally 
the creation of ghost towns in many areas and the destruction 
of literally billions of dollars in property values with no 
appreciable advantages to the railroads. Railroad communities, 
and there are many of them, depend almost solely upon the 
men and women who work and live there. If income among 
railroad workers drops or disappears, all of the business 
establishments in these communities suffer. 

These employees would lose the value of the homes that 
they had established there; it would interfere with their 
seniority rights, which, as all of you know, is considered to be 
a property right. In other words, it pays no attention what- 
ever to the so-called human value and human element. 

They also propose that road men be permitted to do the 
switching. There is a certain amount of specialization existing 
in the railroad industry. The shop men know their jobs well, 
as do the switchmen, brakemen, conductors, firemen and 
engineers. There is a difference in the work required of a 
road crew and a switch crew. It is one thing for an engineer 
and fireman, for example, to know the intricate switching 
assignmer::s of a huge yard, and another to know the roadbed, 
track curvature, grade and other requirements of a road as- 
signment. The same is applicable to train men and yard 
switchmen. Their jobs demand distinct knowledge and skill 
which provides for safe and efficient operation. 

A yard crew cannot be expected to take a long train over 
a division that is absolutely foreign to them. Neither could 
a road crew be expected to come into one of these com- 
plicated yards and attempt to do the switching. 

Dieselization brought an end to the so-called old “puffers” 
of the steam era, but the firemen did not fade into history. 
As these changes were made, their duties and responsibilities 
have increased. And, not to go into detail, but to give you just 
an idea of what is involved, there is first the safety factor. 
You need a man on the left side of the engine for safety. 
You require this man to be a look-out, to observe signals, to 
observe the switch lights on the switch stands where trains 
may enter a siding for another train, road crossings, to note 
the signals on other trains, and to do many other things of 
that nature. 

He also is really an assistant engineer and takes over if 
the engineer becomes incapacitated. That has happened a 
number of times. You can hardly pick up a paper that you 
don’t find an instance where a fireman has taken over an 
engine and brought it to the terminal safely. 

Another thing in these diesel units, they are operating 
usually in four or five units. The duty of a fireman is to see 
that continuous power is supplied to the engineer. If any of 
these units are not functioning properly, a red light lights up 
in the cab, the fireman immediately goes back to see what 
the trouble is, and in most instances can correct the dif- 
ficuity so that the unit can function properly without any 
loss in speed to the train, and without any delay to these 
commodities and passengers. 

Another thing, very briefly, is the training that is necessary 
to become an engineer. As most of you know, an apprentice- 
ship of four years is required to become a mechanic. And it 
certainly requires a training period of longer than that to 
become a qualified engineer. In fact, usually a man must 
work as a fireman for at least ten years before he has an 
opportunity to perform any duties as an engineer. When you 
consider the size of the trains, the commodities that are being 
handled, the human lives chat are at stake, there is no more 
reason to take a fireman off a diesel locomotive than there 
is to take the co-pilot off an airplane, and how many of you 
would want to ride an airplane without a co-pilot? 

The proposal to remove what they say “brakemen who 
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handle no brakes” is merely a catch phrase. In 1956, ac- 
cording to the statistics of the Interstate Commerce Com- 
mission, five trainmen were killed and 863 suffered injuries 
which resulted in disabilities of more than three days, in the 
operation of hand brakes. That was 12 per cent of all the 
accidents among the brakemen that year. Yet we see these 
ads, ““Brakemen who handle no brakes.” 

Now, another thing is safety on the railroads. The railroads 
have demonstrated over the years an inability to provide safe, 
efficient operation without the guidance of government agen- 
cies and the check-rein influences of the labor organizations. 
Insurance companies still classify railroad operating work as 
hazardous and charge considerably higher rates on these 
job classifications. 

It was the railroad brotherhoods that fought for and helped 
bring about every safety regulation and device we now have 
and take for granted on the railroads. These include even 
such basic requirements as electric headlights, automatic car 
couplers, locomotive inspection and even the entire signal 
system in use in this country. Labor's efforts to improve 
railroad safety have always been bitterly opposed by railroad 
management at every turn. 

That situation is true today. Over two years ago the Rail- 
way Labor Executives’ Association asked the American rail- 
roads to set up a joint safety committee with us so that we 
might do something about this increasing number of accidents 
in the railroad industry, both to employees and to passengers. 
Even though the number of employees has declined drastically, 
the number of accidents are actually on the increase and we 
want something done about it. 

After two years we were unable to secure from the railroads 
any arrangement or any indication that they would set up a 
committee of that kind, so it was necessary for us to set up 
our own safety committee and we are now progressing various 
safety measures through the Congress of the United States. 

I want to say that the railroad workers have the welfare of 
the railroad industry as well as our nation at heart. It’s our 
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bread aad butter. We don’t want to do anything to harm the 
railroads, but we certainly can’t go along with these short- 
sighted measures which drive business away and result in 
less service to the public, less positions for us, and a gradual 
deterioration of the railroad industry, which is still the prime 
mode of transportation in our country, especially for the 
movement of the so-called mass productions. 

Instead of attacking its employees with these false charges, 
railroad management, in our view, would better serve its own 
interests, and those of the nation, if it would abandon its 
present defeatist attitude concerning the future of the railroads. 

In 1929, for example, the freight revenue traffic ton-miles in 
this country amounted to 447 billion. In 1958, after the rail- 
roads are supposed to have lost all of this business to trucks, 
pipelines, waterways and other modes of transportation, the 
number of revenues ton-miles increased from 447 billion in 
1929 to 547 billion in 1958, or an increase of almost 25 
per cent. They are not losing business. They are not maintaining 
the percentage of the transportation business that they once 
enjoyed. 

The same thing is true of passenger trair service. They 
have only one thing to sell, and we believe that if the 
railroads would provide the service, let the public ki.ow that 
that service is available, would advertise it in the way that 
other industries advertise their products, many of their prob- 
lems would be solved and there would be an increase in 
railroad employment rather than a decrease. 

We have never fought the introduction of labor-saving 
devices when they have contributed to more efficient—and 
safe—trailroading. The unmatched productivity increase among 
workers in the railroad industry is ample testimony to that fact. 

Railroad management should settle disagreements with its 
workers in the traditional way—at the bargaining table and 
not in propaganda campaigns in the public press. 

We hope that an era of labor-management cooperation will 
be resumed soon. I thank you for your courtesy and your 
patience in listening to me. 


e 
Housing And Urban Renewal 
THE CRISIS OF THE CENTURY 
By CHARLES P. TAFT, Councilman and former Mayor of Cincinnati 


Delivered at Annual Banquet NAHRO, Cincinnati, Ohio, October 20, 1959 


HE BATTLE of the second half of this 20th century is 

that against blight in our urban centers, where two-thirds 

of our population lives. But unfortunately a dangerous 
proportion of our political and civic leadership is living in the 
first half of the century, and a few rest durably in the 19th 
century. 

Last summer at Saloniki in Greece there. met representatives 
of churches from all over the world to receive and discuss the 
report of a three year study on Areas of Rapid Social Change. 
They thought there only of Asia, Africa, and the Near East 
and Latin America. 

But I assure you that the areas of greatest social change 
at this moment are in the 200 cities of these United States 
with 50,000 population or more. The blight that had grown, 
long unnoticed, at the cores of these cities (matched of course 
by much blight in smaller places) has now erupted, and 
shown itself as cancerous and threatening to our very life in 
the urban centers. 

Surgery is what we are trying with every hope of success, 


but while the physically deteriorated buildings can be cut 
away, the people who occupied them are not only not ex- 
pendable, but they are human beings from whom may well 
come essential future leadership, and who in our Judeo-Chris- 
tian civilization must be treated as of infinite worth. We must 
make our suburb-dwellers, our rural neighbors, and our 
unknowing fellow citizens in each of our states realize that 
this relocation and rebuilding is the task of the century, and 
a task in which every one of them must cooperate, in his own 
and the greater community's interest. 

This is social change. Not only does it involve moving 
numbers of people equal to rather sizable city populations, but 
a large part of them are new to urban life, in-migrants, not 
assimilated in many cases, and in many cases unusually difficult 
to assimilate. In the west and southwest, these families are 
Mexican and Indian. In New York they are Puerto Rican. In 
Cincinnati and in may other cities they are rural southern 
Negroes and southern mountain whites from the Appalachian 
area. A substantial percentage are identified by social workers 
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as multi-problem families. The problems they create result 
from the fact that some of them have grown up and always 
lived in substandard conditions. Because they continue their 
bad housekeeping practices which they brought with them 
from the rural areas, and since there is little personal motiva- 
tion to improve their housekeeping, they accelerate deteriora- 
tion and create ill will among their neighbors. Landlords are 
likely to refuse to keep up their property when tenants are 
careless and untidy. Many of these families end up in public 
housing projects, and public housing authorities have usually 
not been willing to face the problem of training this 10% 
or 15% minority in housekeeping—it costs a good deal. If, 
therefore, we are attempting to eliminate slums through an 
urban renewal program, we must change the habits these 
people have brought with them. What is needed is a funda- 
mentai education program in urban living. The traditional 
social work approach to dealing with the multi-problem 
family often fails simply because it is not set up to do a 
rather lengthy educational job of this kind. We in Cincinnati 
have tried tc evaluate the home advisor service of the Better 
Housing League in an effort to make the visiting housekeepers 
more efficient and effective in dealing with backward families. 
Our goal is to help them make a successful adjustment to 
better housing in a better neighborhood if they are relocated, 
whether it is in a public housing project or in private housing 
accommodations. 

The second terribly pressing social change is in the 
relocation of any minority group, with all its possible impact 
on neighborhood social stability. 

Though redevelopment had a five year start on rehabilitation, 
there is no one of you, I suspect, but is over his head in the 
problems either of no place to lay the head for ousted families, 
or blockbusting and panic and raw race or class prejudice. 

The selling of the U. S. program began on the basis of 
jobs for building tradesmen. Then we heard about slum 
clearance by public housing. Then came redevelopment by 
clearing defensible areas, not just a block or two at a time 
in a continuing sea of deterioration. 

But the job of selling renewal in the inclusive sense is only 
beginning and we need to take a new look. “Rehabilitation,” 
which is what Mr. Walker used at his regional meeting in 
New York last Thursday (October 15) is not a good word. 
It has all the hopeless connotation which unfortunately and 
incorrectly the public gives to the wonderful work of Goodwill 
Industries, or to the essential Federal rehabilitation work in 
connection with Workmen's Compensation injuries. 

Renewal itself is the best word. We are trying to make 
neighborhoods places where people want and insist upon 
living. Contrast Georgetown, D. C. with the relatively new 
blockbusted areas each of you can so easily conjure up, or with 
the aging near suburbs where the old three story, one or two 
family, is fast turning into a tenement. This is social change, 
and it surely can be rapid. 

It can swamp and nearly destroy much of our hard built up 
human relations in our cities. As of June 1958 some 272 
urban renewal projects were approved for final planning or 
actual execution. They will displace 130,000 families of which 
only 25,000 were already relocated. 

The opposition to public housing has pointed often to 
the Baltimore relocation program as the right alternative. We 
here tonight have for too long looked down our noses at this. 
It is no substitute for public housing, but it is a supplemental 
effort in the right direction. Yet after six years of one of 
the most “successful” urban renewal programs, there are 
reported (with a side question at such statistics) 8500 more 
substandard houses than there were before. 

This underlying rapid social change by relocation packs 
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political dynamite and politicians run for cover, along with 
Federal officials. Like the boodlers in Thomas Nast’s cartoon of 
Boss Tweed, each points at the next, on around the circle, as 
at fault. Many just try to sweep it all under the rug, but 
they can’t. 

We who have been in responsible positions of leadership 
in this field in local politics, are risking our political lives at 
every election. We are shot at in every conversation by the 
old time conservatives who never had any truck with this 
nonsense. “Leave ‘em where they are,” they tell us, even 
while sixty acres of our worst slum goes flat to become the 
approach to our new Kentucky bridge. We have the steady 
opposition of the slum landlords, and their friends in real 
estate and building and loan operations. We are shouldering 
the burden of public education, but it’s a tough job without 
more help than we get. 

Our planners and other officials like you, represent one 
source of our troubles. Every so often some one of you, es- 
pecially planners, can come up with some political ineptitude 
which makes us pros want to lie down, kick our feet, and 
bawl. That is, if we can’t get hold of the guy, and murder him. 
For many years I have made it a rule to get somebody, 
sometimes my long suffering wife, to read over my proposed 
handouts. At the very least I talk em over with knowledgeable 
people. Can't officials do a little consulting with friendly 
politicians? 

But somehow there is the idea around that politics is no 
part of the job of planners or other career public officials. 
Don’t they want to get their plans carried out? Then they had 
better consult with those who have to do it, includi 1g op- 
ponents. This is not a proposal to give up important parts of 
any plan or program. But you can say the same thing in a lot 
of different ways, and you don’t have to say everything at once. 
In fact some parts of a program can wait quite a while. 

Renewal, in contrast with redevelopment, requires a large 
measure of public and neighborhood cooperation, and this 
means neighborhood organization down to blocks if possible. 
Some of our good political reactionaries described a com- 
munity organizer once in a budget for urban renewal, as a 
press agent. This public participation is a tough job. Nobody 
likes to go through a yelling, hair pulling public hearing or 
meeting on a neighborhood controversy, and this kind of thing 
is terribly wearing and time consuming. Unfortunately some 
public officials shun it like the plague, which means they shy 
off of much of the absolutely essential democratic process of 
neighborhood participation in renewal planning. Renewal can’t 
work without it. 

We are told to get state help. But state officials get their 
local facts from local party people, whose basic political 
principle is never to take anybody's property for public im- 
provements, especially of those politically active like the real 
estate interests. Above all they are against moving people 
under any circumstances. To talk about help from the states 
with their rural, smaller town, and suburban-minded legisla- 
tures is plain nonsense. In New York maybe; elsewhere, 
phooey! 

In this sort of situation we seem to be faced with a con- 
certed position on the part of the Administration in Washing- 
ton which is to say the least obstructive, growing out of a 
combination of fiscal policy and distaste for the whole prob- 
lem, and a pretty complete failure to realize the kind of crisis 
which two-thirds of our people face in the cities. 

A few weeks ago the President sent word to his White 
House staffer on public works to study deferring and cutting 
down the expressway program in the industrial cities. While 
all of us may be disturbed with the high, wide and not always 
handsome swaths planned by highway engineers, as was the 
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Washington Fine Arts Commission over the proposed bridge 
approaches to and under the Lincoln Memorial, our Con- 
gressman Gordon Scherer’s blast against He pend found an 
echo in me. What are their defense convoys going to do when 
they hit city traffic that we can’t provide for, because Uncle 
Sam has our taxpayers money, and we have operating and 
capital tax limitations imposed (properly, I hasten to add) 
by the state legislatures. 

In September David Kendall, special counsel to the Presi- 
dent, and formerly assistant secretary of the Treasury, one of 
George Humphrey's boys I suppose, told the Ohio Municipal 
League, that urban renewal, housing, airports were among 
items which can be developed locally, “without automatically 
assuming the Federal government will do it.” Such assump- 
tions, he said, are undemocratic and destroy local initiative. 
“Remember also,” he said, “that Federal grants are in no sense 
free . . . that there is no difference between Washington tax 
dollars and local tax dollars.” 

Well, the report may be colored a bit by a conservative 
party paper in which it appeared. But with all these grants, our 
tax dollars are still going elsewhere in large amounts. I don't 
envy or challenge the way our Cincinnati money is used outside 
our area. But I resent being told that when it does come back, 
it is not ours, but “Federal.” The worst thing that has hap- 
pened around the U. S. in recent years was when certain 
advisers persuaded the President that state legislatures, as 
constituted mow and for some time to — would take care 
of urban problems. They will not. 

On September 24th Mr. Norman Mason, head of the 
Housing and Home Finance Agency whom you will hear 
tomorrow, described as “shocking” the fact that during the 
last ten years only twenty-six urban renewal projects had 
been completed, that planners seem to like to keep on planning 
with the result that rebuilding is delayed. In America, he said, 
(meaning us, I presume) we confuse spending with accom- 
plishment. Too many local governments are grasping for 
more and more of the U. S. taxpayers dollars. (1 ask paren- 
thetically again, whose dollars are they? ) 

Mr. David Walker, head of Urban Renewal under Mr. 
Mason, at the same meeting in New York Oct. 15, said he 
was “tired of local authorities talking about rehabilitation 
but not having it under way.” 

What kind of leadership is this anyway? From the White 
House staff, with Treasury overtones, we hear that we and the 
states can do the whole thing. This is what we describe in the 
World Council of Churches as “eschatological,” that is after 
the second coming. 

Mr. Mason put all the blame for delay on us. Well, we are 
not race horses, but we have to deal not only with people 
like them at the top, but with housewives, and grocers, and 
ward captains, and landlords, and local big shots, and local 
politics. To say nothing of the relocatees and the rehabilitees. 
This is the human side of housing. Mr. Mason had better come 
down and deal with these people for a while. They will talk 
more sensibly. 

F.N.M.A. held up for months our first redevelopment 
project, already several years behind because the opposition 
propaganda beat our first bond referendum. A tentative com- 
mitment to give our private redeveloper a good interest rate 
was withdrawn. 

Then it took us nine months to get a level payment mort- 
gage guarantee out of FHA. Failure in either case meant $7 
to $10 a month higher rents. Now after fifteen months since 
we signed the contract, costs are way up, and our redevelopers 
are falling apart and we begin over again. Are we the only 
ones at fault? 

Meantime our expressway boys couldn't make up their 


minds about ramps alongside this project, and every decision 
required changes in plans to keep within 25% land coverage. 

Mr. Mason’s attitude toward public housing as expressed in 
the same speech is not helpful, disregarding as it does the 
facts about why previous authorizations had not been built. 
A questionnaire I just received from him leaves me in doubt 
as to whether he was asking for answers friendly to the whole 
program or not. 

Mr. Walker had also better live for a while with rehabilita- 
tion down here where we are. This is people as well as houses 
whose fixed qualities we are trying to change. Yesterday some 
of you experts showed why Section 220 had failed. I hope 
you give him a transcript. 

All we want is (1) recognition that this is the crisis of the 
century; (2) understanding of the human problems of rapid 
social change we are up against, as well as knowledge that 
no social change in people can be rapid; (3) fitting the U. S. 
program into the essential elements of our local job; (4) an 
end to this ridiculous expectation that the states and localities 
can pay for this out of our tax resources. 

We know the fiscal problem. But the Federal government 
should not point to commitments of the U. S. to pay out in 
two to six years, as if they unbalanced the current budget 
and created inflation in 1959. They don’t. 

There are two ways to support housing and urban renewal: 
(1) By means of a city-wide educational and public relations 
campaign that makes the need for housing and urban renewal 
a widely-understood and popular concept, conducted by a 
group of civic leaders who are generally regarded as “opinion 
makers”; (2) through neighborhood organizations that will 
back up local officials in urban renewal programs and in 
housing and housing code enforcement. 

I cite again the Better Housing League, the second oldest 
citizen housing and planning association in the country, as 
an example of this kind of activity. It has provided tremen- 
dous support for elected officials who believe that urban 
renewal, public housing and strong and vigorous housing code 
enforcement are vital to the salvation of our city. With sub- 
stantial financial help from the Emil Schwarzhaupt Founda- 
tion, the League is now launching a citizen participation 
project ir the South Avondale urban renewal project area, one 
of the largest rehabilitation-type urban renewal projects in 
the country. 

The church can make tremendous contributions in iden- 
tifying these needs in the planning stage of renewal and 
housing, and in helping to fulfill them in the execution stage. 

The church has tremendous resources—human, physical 
and financial—to contribute to the urban renewal process. The 
local religious leaders have a special incentive when many 
churches are in the redevelopment areas. 

When churches and their congregations are being displaced 
by urban renewal and housing projects, they are faced with 
economic as well as social problems with which I'm sure you 
are familiar. 

At the suggestion of the Better Housing League, the local 
Cincinnati Council of Churches called two meetings of 
Protestant ministers to encourage them to support the location 
of a 1,024-unit Section 221 relocation housing project in a 
neighborhood where opposition was being mobilized to block 
the project. 

The Episcopal Diocese of Southern Ohio is now actively 
exploring the possibility of undertaking a Section 207 non- 
profit housing project for the elderly in which priority would 
be given to members of that faith but which would be open 
to all regardless of race. 

Catholic Charities in Cincinnati is cooperating with the 
Welfare Department's newly-created division of family service 
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and the Housing Authority's coordinator of tenant referrals, in 
mobilizing all needed health and welfare resources to serve 
problem tamilies in the Laurel Homes public housing project. 
The Memorial Community Center of the local Council of 
Churches provides case work services, case finding services, 
recreation facilities and day care services, primarily for 
southern mountain white families new to Cincinnati who live 
in an area slated for eventual clearance and redevelopment. 
The business leadership of this community centering in the 
Citizens Development Committee has engaged ACTION to 
study all aspects of this city’s housing and urban renewal 
program and to come up with a long-range master plan for 
improvement—a comprehensive housing program—which may 


VITAL SPEECHES OF THE DAY 


set a national pattern. 

These are things a community can do, besides putting 
millions of its own dollars behind the programs, a far larger 
cut of its total resources than even the great Federal appro- 
priations. I think we can with reason ask for these simple ways 
of cooperation from our public servants in Washington. 

Thank you very much for letting me blow my top, and 
taking you a little behind our scenes. You have your own 
problems and your own pet gripes. Talking about them is 
good for us, I think. Then we buckle down and do our best 
to get along with everybody. For I suppose we are arguing 
only about how to get the job done. We have a vision of what 
a city could be. I am sure God will help us achieve it. 


Facing Facts In Financial Reporting 


PUBLIC ACCOUNTANTS SHOULD ADVISE ON HANDLING OF INFLATION 
By DONALD GORDON, C.M.G., Chairman and President, Canadian National Railways 


Delivered to the Institute of Chartered Accountants of Quebec, Montreal, Quebec, Canada, November 3, 1959 


HE REASON | am here to speak to you on “Facing Facts 

in Financial Reporting” is that some old friends, who are 

members of your Institute, refused to listen to me when 
I pointed out that I had neither the professional competence 
to address you on such a subject, nor the oratorical skill to 
conceal my ignorance. Therefore, if my audience this evening 
suffers as much in listening to my address as I did in the 
preparation of it, I shall regard it as a form of poetic justice, 
and shall hope that you will place the responsibility upon 
the members of your Speakers’ Committee where it properly 
belongs. Nevertheless, I confess that I am greatly honoured by 
being asked to deliver this year the Anniversary Lecture to 
commemorate the incorporation in 1880 of the Institute of 
Chartered Accountants of Quebec and also pleased to be 
given thereby an opportunity to meet so many old friends 
and business associates. I also acknowledge the assistance given 
me by Mr. J. L. Toole, Vice-President, Accounting and Finance, 
of Canadian National Railways, in the preparation of material 
for my address this evening, although I hasten to add that the 
views expressed are my Own. 

Of necessity, my subject will have to include some references 
to, and analysis of, inflation. | am reminded of a Business 
Correspondence School that used to advertise what was 
called “A Short Course in Accounting for Women,” whereupon 
one sour old misogynist wrote in to point out that there 
is mo accounting for women. In similar fashion, I must face 
the question whether or not there is any accounting for 
inflation. 

For some years now businessmen have had reservations 
about the degree of reality actually revealed in financial re- 
ports, and the usefulness of these reports as a guide to invest- 
ment and other business decisions. The reservations stem 
from a problem that faces all Canadians—indeed it is one 
that faces the citizens of most countries of the Western 
world. I refer to the consequences of changing money values 
as these are experienced in periods of inflation and deflation. 
Since World War Il, most countries of the Western world 
have experienced a continuing decline in the purchasing 
power of their monetary units, and measures of value based 
on these units have become more and more controversial. 
As this inflation progressed, accountants were pressed further 
and further into the dilemma of how to measure effectively 
with an inconstant standard. 


Although I have posted some ledgers and analysed some 
balance sheets in my day, I am not a professional accountant, 
and accordingly I do not intend to make any pronouncements 
about the techniques by which accountants might deal with 
the problems associated with changing money values. Rather, 
in the light of the history of recent years, I shall review some 
of the major economic effects of inflation and then relate 
these in some measure to the accountants’ dilemma. I hope also 
to express one or two thoughts which may help you to assess 
the validity of existing accounting conventions in light 
of the changing value of the dollar. 

On various occasions I have heard people wonder about 
the great fuss that is being made about the subject of 
inflation. They note that some speakers on economic matters 
support a slight creeping inflation as indicative of a healthy 
economy, while others are strong in their condemnation of 
the evils which accompany it. All concerned appear to be 
conscious of higher prices, but many seem to think that the 
evils are something like automobile accidents which happen 
only to the other fellow. The attitude seems to be that the 
harmful effects are visited upon other countries but couldn't 
happen here—not in Canada where we are too sane, too sober 
and too sensible. Indeed, one of the reasons that inflation is 
such a dangerous social disease is because its poison works so 
insidiously that at certain stages it is easy to mistake its 
symptoms as a healthy glow in our economic life rather 
than the fever signals of a serious malady. 

What do we mean by the term inflation? Far be it from me 
to attempt one more definition or to over-simplify what is one 
of the most complex problems of civilized life. Rather I shall 
limit myself to a description of a process which, at various 
stages, brings results that raise the questions for the accounting 
profession that I have for my subject this evening. Inflation 
results when the quantity of money in circulation increases 
at a faster rate than the quantity of goods and services avail- 
able. That is, increasing amounts of money are offered in 
exchange for the goods and services available, and prices go 
up. Consistent with this definition, a good yardstick of in- 
flation is the Consumer Price Index. Since 1949, this index 
in Canada has risen by more than 25%. This means that the 
purchasing power of the Canadian dollar has depreciated by 
one-fifth over this ten-year period, representing an average 
decline of about 2% each year. 
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If we look to our description we can also trace the develop- 
ments that brought about this decline in the purchasing power 
of our dollar. At the end of the war, demand forces were 
generally strong and supply situations tight. Wartime corpo- 
rate and private savings had swollen the domestic spending 
stream while goods and services still were in short supply. The 
extremely strong demand for goods came from both domestic 
and foreign sources, the latter to build up war-shattered 
economies. At the same time a general desire arose on the 
part of people in all Western countries for increased social 
security—for such measures as old age pensions, children’s 
allowances, health insurance and other similar measures. These 
resulted in higher levels of expenditures by successive govern- 
ments and increased competition for the available goods. 
Moreover, these social measures have contributed to an 
atmosphere of security in which business embarked upon 
unprecedented programmes of capital spending. One other 
point has affected Canada in particular. Since the end of the 
war we have experienced a sharp increase in our population 
and this has contributed substantially to the demand for 
goods. Although many other factors are involved, these appear 
the most prominent in explaining the cost-price spiral. 

During the past two years these conditions have modified 
somewhat. Goods and services have been in more adequate 
supply but still there has been evidence of an underlying 
inflationary trend. Whether, as some claim, this is due to a 
fear of inflation more than to actual conditions, 1 am not 
prepared to say. In any event, it is interesting to note that 
the Consumer Price Index has been fairly constant since 
October, 1958, at which time action was taken by our central 
banking authorities to halt the upward swing of the money 
supply. There now is reason to hope that the inflationary 
thrust is under control for the time being at least, but to 
keep it in check will require the watchful interest of all of us. 
It is well to remember that the control of inflation cannot be 
made the sole responsibility of our monetary authorities, and 
that even the efforts they do make are likely to be ineffectual 
without general public understanding and support. Indeed, there 
is great need for an educational programme aimed at informing 
the Canadian public about the facts of inflation—its causes 
and effects. To borrow a medical axiom, treatment of the 
symptoms is useless. Consequently, there must be an accept- 
ance of the medicine needed for the cure of the disease and 
that is not likely to happen unless all interests are convinced 
of the existence of the malady, and appreciate its dangers. Too 
often, a lack of conviction has led to easy assumptions such 
as that a fast developing country needs the stimulus of infla- 
tion and that controlled doses of it can avoid the risk of 
addiction. 

Some people have argued that, in the short run, inflation 
tends to increase employment in a free enterprise economy. 
As I look back over our Canadian post-war experience, how- 
ever, it seems to me that inflation may have led to cyclical 
unemployment rather than to increased employment. You 
will recall that periods of rapid inventory build-up usually 
were followed by periods of recession and rising levels of 
unemployment. Two factors seem prominent in these cycles. 
It appears clear that rising prices accompanied by expectations 
of further price increases led consumers to make heavy pur- 
chases of durable goods, particularly when credit was easily 
obtained. In turn businessmen, expecting continuing price 
increases, tended to expand their stocks and add to their 
productive facilities. When combined, these two actions tended 
to cause prices to rise higher and the trend to persist until 
such time as the consumers’ current needs were satisfied. When 
this occurred, businessmen, finding themselves with excessive 
stocks, then curtailed their activities, and periods of recession 
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and cyclical unemployment resulted. 

The second point is that inflation inhibits the normal 
operation of the price system, in which prices are guides to 
what should be produced, and leads to a mis-allocation of 
resources in a free economy. Perhaps this can be illustrated 
best by reference to our export industries. When doméstic 
inflation occurs at a more rapid rate than in other countries, 
domestic costs and prices rise dis-proportionately to the prices 
received for our exported goods. This means that the export 
industries, and all those industries that supply them, are put 
at a grave disadvantage, and under such conditions production 
and employment in these industries is less than would other- 
wise prevail. 1 do not need to remind this audience how 
important our export trade is to all Canadians, and if such 
mis-allocations become chronic, how these can lead to a lower 
standard of living for all of us. 

To take a longer-run view of the situation, in still another 
sense, inflation results in a mis-allocation of our human 
resources by encouraging speculation in stocks, commodities, 
and real estate. I recognize that under normal conditions 
speculation can perform a valuable function in stabilizing 
markets, but when prices are expected to continue upwards 
indefinitely, speculation gets out of hand. In recent years, it 
would not be surprising to find that men have devoted their 
talents and skills excessively to hedging against inflation. To 
the extent that they have done so, rather than engaging in 
more productive activities, there has been a lower level of 
real output in the economy than would otherwise have 
obtained. 

Finally, and perhaps the most apparent of the evils, 
inflation reduces and can wipe out the value of all savings 
that are represented by fixed dollar claims such as savings 
accounts, life insurance, pensions, bonds and mortgages. In 
this sense, inflation expropriates property unequally and in- 
equitably and causes a redistribution of wealth without regard 
for need, ability or work performed. This, of course, is one 
of the most pernicious aspects of this social disease, and the 
one we have to fear the most. In all probability, the way of 
life we have developed on this continent could not survive if 
the values of people's savings were sharply reduced. 

A few weeks ago, most of us followed with a great deal of 
interest the running debate on the merits of Communism and 
Capitalism as expounded by Mr. Khrushchev on the one 
hand, and by American speakers on the other hand. This 
was really a .'ebate in the grand tradition, and I do not wish 
to editorialize on it except to say that I was forcibly struck 
by a term which Mr. Henry Cabot Lodge, United States 
Ambassador to the United Nations, used in his rebuttal of one 
of Mr. Khrushchev's polemics. Mr. Lodge referred to capitalism 
in the United States as “economic humanism” and went on to 
point out how the American system was really a mixed system 
with both private and public enterprises working together to 
raise the standard of living of Americans. 

I like that definition of Mr. Lodge’s since it just as aptly 
describes our system. In Canada, as in all Western countries, 
most businessmen have developed a keen sense of social 
responsibility, and humanistic values are strongly supported. 
However, the continuance of this system requires adherence 
to certain rules. One of the most important of these, is that 
our monetary unit must maintain a reasonably stable value. 
It appears self-evident that when economic contracts stretch 
five, ten and more years into the future, we must be able to 
count on a stable money unit. Lord Keynes, the British 
economist, once observed, “Money in its significant attributes, 
is, above all, a subtle device for linking the present to the 
furure.” There are quite enough uncertainties in the future 
without adding co them fluctuating currency values. 
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Inflation makes saving less attractive, and consumption 
more attractive. In this atmosphere it has been charged that 
inflation tends to eat away the nation’s capital because business 
earnings are overstated, with consequent excessive distribu- 
tion through incorrect accounting practices. This, of course, 
becomes a matter of degree, but it does raise sharply the 
question as to whether or not the accounting profession has 
a responsibility for determining to what extent the effects of 
the changing value of the monetary unit should be reflected 
in the financial reports of a business enterprise. Should the 
profession accept such a responsibility? Well, I think it must, 
at least to the extent of deciding upon proper procedures and 
advocating their adoption. For when assets are acquired at 
one price level, and are consumed over a period of years, 
during which money values change, financial statements which 
do not record these changes are suspect as being unrealistic 
and, indeed, misleading. 

Let us turn for a few minutes to examine how the problem 
was dealt with in other countries even though the circum- 
stances were much more extreme. During the twenties, infla- 
tion became chronic in Germany. From 1918 to 1923, the 
paper mark declined in value from the equivalent of about 
two for each gold mark to the equivalent of one million 
million for each gold mark. In the early stages of this inflation, 
accountants continued to employ historical costs. However, as 
the inflation gathered momentum, it became generally recog- 
nized that corporate profits were being grossly overstated and 
that income taxes were being paid on paper profits. To add 
to the financial chaos, many corporations unwittingly depleted 
their capital by distributing these paper profits to their share- 
holders. 

In 1921, the German government formally recognized the 
problem and introduced a regulation to provide a degree of 
relief. While income was to be computed in the normal man- 
ner, with depreciation based on historical cost, the taxation 
authorities permitted an extra tax-free replacement fund “to 
allow for the excess of the prospective replacement costs of 
the durable capital goods over their common value.” 

As financial statements became more and more meaningless, 
an attempt was made to relate the figures to some more stable 
base. While several methods were devised, the method most 
widely adopted was that of stabilization of equalization in 
terms of the gold mark. 

The introduction of stabilized accounting resulted in a 
drastic change from former concepts of fixed asset accounting. 
In transferring fixed assets from the historical records to the 
stabilized records, old book value was usually ignored and 
the current replacement cost (less estimated depreciation ) was 
converted into gold marks. Thus, fixed assets became revalued 
in terms of replacement value and the depreciation expense, 
based on replacement, became an element of cost which was 
taken into consideration in establishing selling prices. 

Time does not permit more than a passing reference to the 
regulations of a few of the countries which have been seriously 
affected by inflation since the end of World War II. Suffice 
it to say that the governments of France, Belgium, and Italy 
have all enacted legislation to provide a measure of tax relief 
to offset the effects of inflation. (At this point I should inter- 
ject that as the conditions are not similar, the proponents of 
stabilized accounting in this country should not expect to 
alter the incidence of taxation. That is, if a new procedure is 
accepted and taxation is to yield the same revenue from the 
corporate sector of the economy, corporate tax rates must 
be adjusted.) Most of us are probably familiar with the public 
attention focused on this matter in England in 1951, following 
the release of the Tucker Report issued by the Committee on 
the Taxation of Profits. The Committee, which was set up by 
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the Chancellor of the Exchequer, heard various proposals for 
the revision of taxation in view of rising price levels. The 
Report made it clear that the Committee was influenced 
against tax allowances for enhanced replacement costs by the 
stand taken by the accounting profession. With respect to 
these proposals for revision, the report said: 
“In essence they all amount to a proposal that a business 
should be relieved altogether from tax on some part of 
its true profits, that is to say; its profits as computed on 
ordinary accountancy principles.” 

Criticism of this comment was strong in financial circles. 
One critic, writing in the Fimancial Times, was particularly 
outspoken: 

“You see? True profits my foot. The life blood of British 
industry can be drained away so long as the conventions 
of The Institute of Chartered Accountants remain in- 
violate. You start off trading with a dozen coconuts and 
you finish up with twelve peanuts, but you will get your 
Auditor's certificate all right!” 

It is significant that The Institute of Chartered Accountants 
in England and Wales had, in 1949, issued a recommendation 
on Rising Price Levels in Relation to Accounts. It read in part: 

“Any amount set aside to finance replacements (whether 
of fixed or current assets) at enhanced costs should not 
be treated as a provision which must be made before 
profit for the year can be ascertained, but as a transfer to 
reserve. If such a transfer to reserve is shown in the 
profit and loss account as a deduction in arriving at the 
year's balance, that balance should be described appropri- 
ately.” 

In 1952, the Institute amplified the 1949 bulletin. While 
the opinion was reiterated that historical cost should continue 
to be the basis on which annual costs should be prepared, the 
Institute commented on the desirability of “experimenting 
with methods of measuring the effects of changes in the 
purchasing power of money on profits and on financial re- 
quirements.” The Council recognized that profits as measured 
conventionally do not measure increases or decreases of wealth 
in real terms; that the accounts do not show how much profit 
can be prudently distributed to shareholders; and that the 
results shown by the accounts are not suitable for purposes of 
fixing selling prices, taxation, or for use as a basis of wage 
negotiations. 

In Canada the question has been under discussion for about 
twenty years. The issue was probably liveliest shortly after 
World War II when industry both here and abroad was faced 
with the financial burden of a large volume of capital re- 
placements at a higher price level. It is my impression that 
the majority of accountants in this country still favour the 
historical method of accounting. In support of their con- 
tention these accountants argue that a business which bought 
assets during a period of low price levels is at a definite 
cost advantage, and that necessary funds for replacements may 
be retained within the business by present recording methods. 
However, an increasing number of dissenters have emerged 
who favour some form of stabilized accounting. Many of 
them hold that the additional cost of replacing an asset at a 
higher price level accrues throughout the life of the original 
asset, and that this cost is a proper charge against the revenue 
produced by that asset. The dissenters also maintain that, 
under present practices, provision for replacements at in- 
creased costs is not consistent, since it is dictated by managerial 
expediency. 

The problem is not related solely to fixed assets, but to 
other balance sheet items as well. Inventories, for example, are 
normally held by an enterprise for a relatively short period. 
In many businesses, inventories constitute a significant item 
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on the balance sheet, and their counterpart, cost of sales, is 
usually the largest expense shown on the income statement. 
Thus, even a small change in the value of the dollar between 
the time of purchase of an item and its subsequent sale can 
have a significant impact on the financial statements. 

I am told that those Accountants who agree with the con- 
tention that profits will be over-stated during periods of 
inflation have attempted to relate currént costs to current 
revenues by adopting the last-in, first-out (commonly called 
Lifo) method of accounting for stores. You are aware, that 
under this method an assumption is made, for costing purposes, 
that the last units of a particular material received were the 
first items used or sold. 

Even under the Lifo method of accounting, however, 
significant difficulties may arise. An outstanding example of a 
defect in this method is the impact it had on the profit of the 
United States Steel Corporation during the 1949 strike. During 
the strike that corporation produced no new stocks and it 
sold from basic inventories at former dollar costs. As a result, 
in the last quarter of 1949 the operating statements revealed 
$17,000,000 of abnormal profits on which the income tax 
amounted to $7,000,000. Under ordinary circumstances and 
using the Lifo method, this abnormal profit would not have 
been revealed and the amount would bave remained concealed 
in the inventory valuation. It appears zo me that accountants 
must adopt a method which will disclose such significant 
factors. 

It is interesting that the accounting concept of income has 
always varied from that of the economist. Most economists 
subscribe to the view that income is the product resulting 
from the application of labour and capital resources. When 
referring to costs, the economist normally means current costs 
and he considers historical costs to be of little or no relevance. 
On this basis, profit is the spendable income arising from a 
business, which accrues to those who risk their capital and 
effort. Profit, therefore, is that part of income which may be 
spent without depleting the capital of the business. That is, 
as one authority on the subject has put it, if we are to main- 
tain our level of real investment the fruit may be picked but 
the tree may not be felled. From this, it seems probable that 
economists in general would not oppose those accountants 
who suggest a change in pzesent methods. 

We shall have to ask some very searching questions before 
we can reconcile the historical accounting view of income 
with the economic view. In a going concern, goods will have 
to be replaced. Then what is the nature of the difference 
between historical cost and the replacement value of the goods 
exchanged? If our inventory of goods appreciates through 
a rise in the price level, is the amount of appreciation ex- 
pendable? If an entrepreneur invests $100,000 in 1939 and 
he has $100,000 in 1959, has he protected his capital when 
the purchasing power of this investment has fallen sub- 
stantially? Or, can we justify either morally or economically 
solicitation of the public for funds to replace those lost in 
prior years of inflationary erosion? 

Now when one tries to consider the accountant’s duty in 
respect of the effects of the changing value of the monetary 
unit and its impact on financial reporting, it becomes necessary, 
among other things, to define the functions of accounting. 
Again this is beyond my ken, but I shall select two rather 
obvious functions that come within the orbit of my topic. 
One function is the provision to interested parties (such as 
owners and creditors) of dependable information on the 
financial status of the business enterprise. This very definition 
asks its own questions. Is this being accomplished if financial 
statements do not attempt to record economic conditions 
which may have already had a serious impact on the financial 


185 


affairs of the company? Even if the basis of valuation is 
stated on the Balance Sheet, can the public accountant con- 
tinue to certify annually that the financial statements present 
a true and correct view of the affairs of a business concern? 
And if we agree that it is generally recognized that an ac- 
counting problem exists because of the change in the value 
of the dollar, are you justified in continuing to refer to 
“generally accepted accounting principles,” if certain basic 
principles are coming under increasing attack? 

It is my understanding that one of your fundamental con- 
ventions deals with consistency of presentation from year to 
year, and that another convention requires that, given a 
reasonable choice, the accountant adopts the more conservative 
stand. But are the financial statements consistent if they do 
not distinguish between a 1939 dollar and a 1959 dollar? And 
is vour stand conservative if the income is over-stated by the 
difference between accounting profits and economic profits? 

I pass on now to the next purpose of accounting which I 
shall call the internal financial reporting function. It is my 
opinion that accountants must provide management with 
reliable information which will assist in the control of the 
enterprise. Again we must ask whether accountants are 
supplying the best possible guidance for the formulation of 
policies on such matters as dividends, expansion, pricing, 
credit, and analyses of earning power. Managements must 
consider carefully the possibility of dissipation of real capital 
brought about through present recording methods. If recorded 
profits are inflated through the effects of changing money 
values, is it not reasonable to assume that real capital may be 
depleted through demands from shareholders for larger divi- 
dends, and from employees’ representatives for higher wages? 
Is the life blood of industry indeed being drained away? 

I have said enough to show that I believe inflationary 
tendencies have a profound effect on the affairs of an enter- 
prise, and that I am far from satisfied that this impact is 
sufficiently disclosed in financial reports. I have heard a great 
deal of controversy over the adoption of correctives for the 
problem, but it is certain that the discussion has far exceeded 
the action taken. 

If I were capable of advancing a ready-made solution, rest 
assured I would not hesitate to do so, but as I said at the 
outset, I intend to make no pronouncement about accounting 
techniques. I could, however, give you the names of a score 
of eminently qualified professional men forming part of this 
audience whose considered judgment I would be prepared to 
accept. The question is, therefore, how best to get the group 
effort in the form of research and analysis that must precede 
any formal action. There are some obvious preliminaries and 
for what it may be worth, I shall round off my comments 
with a summary of some thoughts and impressions I have 
formed while looking at some aspects of the problem. 

The first step might be a clarification of the audit cer- 
tification which is appended to financial reports. I believe 
that the public accountant should specifically mention that 
the reports referred to do not attempt to record changes in 
the value of the monetary unit. This proposal is intended only 
to highlight it and ensure that interested parties are not 
misled by certified statements in which various price levels 
are represented. 

It is worth calling your attention also to the approach of 
the American Accounting Association to the financial report- 
ing phase of the problem. As early as 1951, that Association 
made a ruling which was both cautious and prudent. While 
the ruling noted that the “primary financial statements should 
continue to reflect historical costs,” it recommended that ad- 
justed dollar statements be given a thorough test. The bulletin 
said that such statements should be supplementary to the 








186 


financial reports based on historical cost, and that the two 
types should be fully reconciled in published accounts. 

There are undoubtedly a number of other starting points, 
but an appropriate beginning for your group might be an 
announcement on the subject which would advise your mem- 
bers of the research undertaken, and also of the opinion of 
your Council. 

This may stir up a hornet's nest, but what is your Council 
for if not to direct attention to matters of this kind, and to 
show leadership in eliciting opinion that will lead to decisions? 
There are any number of proposals that ought to be examined; 
some provide for the substitution of current costs on the 
formal records of the company and even suggest the type of 
index which should be employed; some may be too radical 
and require study in respect of legal aspects, and yet others 
may offend against what may be called fundamental prin- 
ciples, but all should be known to your Institute and a pro- 
gramme of research and analysis embarked on for that purpose. 

I mentioned earlier that a programme of education for the 
Canadian public in respect of the facts of inflation was badly 
needed. In this the accounting profession has an important 
part to play. I do believe no one is better equipped than the 
qualified accountant to let people know the effects of inflation, 
and that, as a natural corollary, your profession should express 
views on how best to make the record speak to provide 
realistic information to owners, managers, labour, investors, 
and all others at interest. 

What is needed surely is an organized and systematic effort 
fully approved by your membership, having for its objective 
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a series of definitive recommendations to such authorities as 
may be involved. The accounting profession must agree among 
themselves before they can gain acceptance of their views 
from the business community or from Governments. 

Public accountants have built up an enviable prestige 
through a high level of competence and ethical practice. Your 
opinions carry considerable weight in business and govern- 
mental circles, and you have given your opinions wisely on 
such matters as taxation, revisions to the Canadian Com- 
panies Act, and so on. But for twenty years you have been 
arguing among yourselves about the most important account- 
ing question of our generation and the shibboleth of “gener- 
ally accepted accounting principles” has prevented your pro- 
fession from coming up with forthright recommendations. 

It could be that this has been the safest course for you to 
follow. It could be that efforts to make the financial statement 
reveal the impact of changing money values would provoke so 
many other difficulties that the cure would be worse than the 
disease. If that is the decision so be it, but you won't convince 
thoughtful people that it is the right answer until your 
opinion is supported by careful research and analyses. Cer- 
tainly you may count me as among those who entertain serious 
doubts that your “generally accepted accounting principles” 
are adequate to face the challenge of the facts as they exist. 
Consequently, because of the great respect I have for your 
profession, I urge, in the interests of prestige and confidence, 
that there be no further delays or equivocations. And having 
said that, I shall not be surprised if both parties to the con- 
troversy now turn upon me as a welcome diversion. 


MR. TRUMAN PAYS HIS DEBT 
By MORGAN M. BEATTY, News Analyst, National Broadcasting Company, Inc., New York, N. Y. 


Delivered on “News of the World” program, New York City, October 20, 1959 


HIS IS a piece of our history, straight out of World 

War II . . . a story that’s never been told except by 

bits and pieces with gaps in between. It’s a story we all 
ought to know if for no other reason than we should know 
what a whale of a task it is to run the most complex of all 
national structures in the world today. I mean The United States 
of America on the threshold of the space age. 

I am moved to tell the story only because Former President 
Harry Truman seemed, on the funeral day of General George 
C. Marshall, to invite the telling. He seemed to be saying in 
a small, and for him, a modest voice, “Now is the time, 
Morgan, and a few of you others; you may now tell the reason 
why.” 

He didn’t tell the reason why himself on the funeral morning 
when he scratched out a statement on a piece of Mayflower 
Hotel stationery in Washington—a brief tribute to his old 
friend General George C. Marshall. He scratched it out after 
he had gone to pay his respects at the foot of the casket in the 
National Cathedral. 

He said, “Boys, there will be no questions. For the first time 
in my life THIS will be all.” And he started out like this: 

“This morning I was at the Cathedral to pay my respects— 
my last respects—to General Marshall and I thought there lies 
a man, an honorable man, a truthful man, a man of ability.” 

The former president seemed hoarse and he explained that 
he had been making speeches . . . “I've been to Texas and 
talked too much,” he said. But that was NOT why Mr. Truman 


was hoarse. Here are his further words: 

“He was the greatest of the great in our time and I sincerely 
hope when it comes my time to cross the Grear River that 
General Marshall will put me on his staff so that I may try 
to do for him what he did for me on this earth. Thank you 
very much.” 

And then he confessed he didn’t like to see a grown man 
weeping. And he couldn’t talk of his debt to General Marshall 
without coming close to tears. 

And so the puzzle: What especially did General Marshall 
do for Mr. Truman? 

Well, I know what he did. Go back with me in your mind's 
eye, if you will, to the eve of World War II. Senator Harry 
Truman, he was, in those days. He wangled a mere $15,000 
from his colleagues to hold hearings to keep scandal and 
financial monopoly out of the preparedness effort. At that time 
nobody paid much attention to the Truman Committee, as they 
called it. 

Came that fateful December the seventh, 1941. The very 
next day Senator Truman presented himself to the Chief of 
Staff, General George Marshall in the Pentagon. “General,” he 
said, “I was a captain in World War I, I want you to take me 
out of these civilian clothes and put me in a uniform. I want 
to resign from the Senate right now and go to work for you.” 

General Marshall smiled a slow blue-eyed smile, with crinkles 
at the corners of his temples. 

“Senator,” he replied, “this second World War out in the 
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field is not for old goats like you and me. It's for the younger 
men. 

“But, General, I’m .. .” 

“Pardon me, Senator, if 1 may suggest it, your good sense 
has already told you what we need. We need a double fisted 
investigation of the war effort, of our production. You've 
already started it. Get more money. Find out what's short, 
what's wrong and beat greedy fingers to the government till. 
I'll help. That will be worth ten generals in this war.” 

And so Harry Truman accepted his fate. His committee 
became famous in its day. And when it was all over, Harry 
Truman suddenly realized what General Marshall had done 
for him. As an out-of-date military man, “General” Harry 
Truman would have found himself out of the Senate, caught 
in the eddies of some famous man’s campaign. And he would 
have come home to relative oblivion. But as the Truman in- 
vestigator, he prevented many a scandal from rising out of 
wartime profiteering. He forced all-out production of aluminum 
and other scarce materials, for one thing. 

So as chairman of the famous Truman Committee the 
senator's name was a natural when the late President Roosevelt 
ran for a fourth term. The Missouri politician was high on the 
list. And when you figure it all out, down to the last piece of 
strategy and happenstance, General Marshall put Harry Truman 
in line for the vice presidency. 

And there was that day in April, 1945, when President 
Roosevelt died, when as Harry Truman himself said, the 
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whole weight of the moon and stars fell on him. “If you fellows 
pray,” he told us newsmen, “please pray for me!” 

The next morning General Marshall read his newspaper. He 
read what President Harry Truman had said . . . and he per- 
sonally led the chiefs of staff from the Pentagon to the White 
House. He said: “I came to pay my respects to the President 
of The United States.” He said it severely, as if he had read 
the minds of the pundits who were calling Truman a second 
Calvin Coolidge. And the General wasn’t going to stand aside. 
He would stand and be counted. 

And later, when President Truman and Secretary of State 
James F. Byrnes came to the parting of ways, the president 
called in one Dwight D. Eisenhower. He said: “General, 
when you go to the Far East you will see General Marshall. I 
want you to tell him my Secretary of State has a case of 
‘stomach trouble.’ I want you to ask him, whether he would 
become Secretary of State.” The General did . . . the answer 
was “yes.” 

After that, came the Marshall Plan. 

All these men have done great things. And big men make 
mistakes like the rest of us. In the course of events, Harry 
Truman and Dwight Eisenhower came to a parting of the ways. 

But on an October day, they met at the funeral of their 
mutual friend, George C. Marshall. They shook hands—warmly, 
they shook hands. 

And Dwight D. Eisenhower knows too why Harry Truman 
wants to be on General Marshall's staff in the Great Beyond. 


Sponges Or Computers? 


TO GET THE UTMOST FROM EDUCATION 
By MARTIN J. CASERIO, General Manager, Delco Radio Division, General Motors Corporation, Kokomo, Indiana 


Delivered as the Keynote Speech, Business-Industry-Education Day, Kokomo, Indiana, November 20, 1959 


R. JOHNSTON, Ladies and Gentlemen: It is a 
M pleasure for me to have the privilege of speaking to 
you on this Business-Industry-Education Day. 

This day has been well named. It ties us together as a 
team in working together for the welfare of all of our people. 

You know we have a very great joint responsibility. Yours 
is to see that the students of today receive the best possible 
education. Ours is to produce and sell the best possible 
products at the lowest possible cost and to offer good jobs 
and good wages to our people. 

-We on our side of the fence can do a better job with the 
new employees we get from you if those new employees have 
been taught to use their minds as creative tools, if they have 
been taught to think. 

When I was chief engineer for the AC Spark Plug Division 
of General Motors, I used to talk to all of the engineers we 
hired. Now, all of these men had engineering degrees and 
had spent four, five, or six years in colleges. 

In talking with them, I tried to ascertain how they 
intended to use their minds—whether they had been taught 
to use them as computers or merely as sponges. I urged all 
of them to utilize their minds as creative tools and not just 
as sponges to soak up knowledge. 

In making a point with each of them, I would point to the 
book cases which lined my office and tell them that the books 
there contained a tremendous amount of engineering informa- 
tion—but that information in storage didn’t do anyone a 
particle of good, that the information was valuable only when 
it was used to create something. In other words, we needed 


computers, not sponges. We needed people who can think for 
themselves. 

In talking to you today, let us first examine the responsibil- 
ities as I see them on our side of the fence. 

We in business and industry are creating jobs and products 
through research and development, we are refining or im- 
proving old products through technology. 

Now the people we have doing this are working—and 
working hard—at it. They are using their minds as creative 
devices which come up with unexpected answers. 

These men don’t know what an eight-hour day is. They 
don’t stop thinking or working just because the hand of a 
clock points at a certain figure. These are the men who are 
helping make our future. 

To continue to have this type of man available, the students 
you have today must realize what success requires. They must 
realize that the ability to think for themselves, to use their 
minds as computers or creative tools, rather than as sponges 
which merely retain information passed along to them, is one 
of the things for which they should strive. 

They must realize also that only in personal responsibility 
is there security. They must realize that the freedom we have 
here—the freedom to work, to worship, to talk—is one of the 
things which has made this country great. They must realize 
that too much government is a choking force. 

I have the feeling that youngsters today feel that the 
government should control almost everything, that there 
would be security in that. 

We must make the point dramatically clear that that is 








not the answer. In Russia the government controls almost 
everything—but who would argue that its citizens are well- 
provided. 

The students of today should understand that government 
should serve us, not dictate to us. 

Right now a large segment of the attorney general's office 
is devoting itself exclusively to making some industries smaller. 

It is a rather ironic situation because many of the industries 
are not moving according to current legal theories. 

This was pointed out in the September issue of the Free- 
man, a publication of the Foundation For Economic Education 
in an article titled “Undue Concentration in Business.” 

The article pointed out that recently a Federal judge, 
commenting on the Bethelem Steel-Youngstown merger case, 
described the industry as an “oligopoly.” Now that impressive 
and unpleasant sounding name means “few sellers” or “undue 
concentration.” 

It is a term which 20 years ago was unheard of in the law 
books. Yet prior to that time they might have had a case 
for “few sellers” or “undue concentration.” Back in 1910, 
one oil company did 85 per cent of the business. Today, it is 
bigger than ever—yet it does only 11 per cent of the business. 
Ir now takes some 30 big petroleum companies to come 
close to that 85 per cent mark. 

Now, I'd like to make it clear that I am merely attempting 
to tell you what I think are some of the major problems con- 
fronting this country as far as governmental controls are 
concerned and suggesting you use your influence in trying to 
make this complicated picture clear to the students in your 
charge. 

This is a huge and growing country. The appetite of its 
people for more and better products will not be satisfied by 
making little companies out of big ones. As this country grows 
in size and population, so must the economy and the companies 
grow with the people. 

Then the problem becomes “HOW MUCH SHARE OF 
WHAT MARKET.” And no one seems to know. Judge 
Learned Hand's dictum in the Alcoa case was that 90 per cent 
was Certainly illegal, 64 per cent questionable, and 30 per cent 
legal. That caused dismay among government lawyers who 
were shooting for a 15 per cent maximum. 

While the judge was trying to decide the merits of the 
Bethelem-Youngstown case, a lot of other things were going 
on. Plastic companies had started invading markets historically 
the property of steel, chemical companies were going into 
plastics, rubber companies entering the chemical field and, to 
cap it all, a submarine company bought an airplane company 
and went into rockets. 

Thus, while the legal eagles are trying to solve the problem 
of “undue concentration,” industry is off and running in an 
entirely different direction. Market fences are falling down 
and alert management is seeking to become free of dependence 
on any one market. They are seeking diversification and 
multiplicity of products so that corporate independence on 
any one product or any one market may be sided 

Another example of how competition itself will handle 
the bigness problem is the case of the steam locomotive 
business. Some 30 years ago there were only three companies 
in the business—and they did 100 per cent of that business. 

This certainly was an “oligopoly"—if anyone had dared 
to use that word at that time. It wasn’t government that 
broke up that business—it was the diesel locomotive. A switch 
was quickly made to the new type product—for one of the 
goals of modern management is not to be caught making 
steam locomotives in a diesel age. 

There has been a tremendous development of interindustry 
competition, of companies entering fields alien to their 
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historic products. This has come about because of the develop- 
ment of new products from new and different materials 
resulting from increased research and development and tech- 
nological advances. 

Thus, this game of “musical chairs” is the basis of the new 
competition. It is this very competition which has made our 
country the most wonderful country the world has ever 
known. It is this competition which will control to the advan- 
tages of all of us the development and progress of business 
and industry. 

Today, it would require a battery of lawyers to try to keep 
many companies informed as to whether they are involved in 
“undue concentration” and the opinions could be diametrically 
opposed. Some of the answers undoubtedly would be like the 
boy who asked his mother what she thought of his valedictory 
speech and received the answer, “Your tie was crooked.” In 
other words, it’s hard to get the right answer to the question 
asked. 

In connection then with my first point I, therefore, plead 
with you to try to establish these points with your students— 

that government should serve us, not control us; that 
competition is a wonderful thing; and that there is a 
tremendous challenge and hard work in the management, 
research, and engineering field today. 

Now let me discuss the challenges which confront you 
in the profession of education. 

You know I came across a startling statement a short 
time ago. It was in effect that the world’s knowledge is 
doubling every 15 years. I can’t vouch for the figure but 
I am not inclined to argue its accuracy. It is certainly true that 
students today must be provided a tremendous amount of 
information, they must know where to seek the information 
they might need, and they must be taught to think creatively 
in using the information they do have. 

They must realize that the education provided them is just 
the start of their education, that the years they spend in schools 
just start them on the steps to success. Unless they work hard 
in school, then continue to learn after they leave school, they 
will not realize their ultimate. 

One way you might challenge your students is to tell 
them the story of the college professor talking to incoming 
freshmen. Here is what he said to them, “Suppose that by 
paying a modest sum you would be given a permit to go into 
the largest most luxurious store in the world and help 
yourself to everything—diamonds, watches, expensive clothing, 
the best of everything, with the only limit being what you 
could carry away in a four-year period . . . Only a fool would 
say, ‘Guess I'll just take some cigarettes and liquor and some 
clothing for dates.’ Only an imbecile would say that—and yet 
that is the position of the youth who pays for a college educa- 
tion entitling him, to the limit of his capacity, to absorb the 
accumulated wisdom of the ages, to offer him intimate ac- 
quaintance with the geniuses of all time, to provide him with 
a knowledge of the universe—but who says ‘Guess I'll just 
take the snap courses and try not to flunk out.’” 

To me that is a dramatic way of illustrating the opportuni- 
ties open to students and in challenging them to get the utmost 
from their education. 

Of course, it would not be enough to come away from school 
with a prefabricated storehouse of information. We must 
have graduates who can use their minds creatively, who 
can use that storehouse of information, who can apply the 
knowledge they learn. 

I would like to ask you a quick question which I find is 
one way to ascertain if people are using their minds to think. 
Let us assume you have a cup of tea and a cup of coffee. Out of 
the cup of tea, you take one teaspoonful, put it in the cup 
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of coffee and stir ic. Then you take a teaspoonful from the 
coffee cup and place it back in the cup of tea. 

The question then is, “Do you have more tea in the coffee, 
or more coffee in the tea?” 

If you can get a quick correct answer to that one, you 
usually will find someone who is using his mind with which to 
think, rather than merely as a repository of information. 
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If you can inspire or challenge your students to do these 
things you will be opening the doors to thousands who will 
enjoy fruitful, productive lives, who will be of value to society, 
and in whom you should be proud of having piayed a part 
in their development. 

Thank you for your courteous attention—and may I wish 
you the best of luck in your challenging task. 


Arab And Jewish Refugees 


SHARERS IN SUFFERING 
By LEONARD R. SUSSMAN, Executive Director, American Council for Judaism, New York City 
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lightenment. Progress made in human relations in one 

area is sometimes reversed in another. Long-term refugees 
are still with us and new ones are being created. But at this 
very moment the United Nations is committed to special 
humanitarian effort during World Refugee Year, now reaching 
its mid-point. Any discussion of today's refugee problem must 
therefore start with the assumption that inhumanity exists, that 
victims are still being created—and, unfortunately, exploited— 
but that organized rescue also proceeds. 

Today's 15 million refugees are a staggering statistic. Only 
when we understand the origins of the several refugee prob- 
lems can we begin to see the great tragedy in human terms. 
There are three major, separate refugee pockets in the world 
today—in Europe, in Hong Kong and China, and in the Middle 
East. I shall discuss the Arab and Jewish groups, representing 
about one million persons. 

The tragic lesson learned since World War II ended is that 
new refugees are created and old ones left stranded even when 
military campaigns halt. Families are not reunited and re- 
habilitated simply because there is a crying human need. When 
the military upheaval passes, political problems are left in 
its wake and refugees are just as bitterly ensnared in the 
political and economic differences among nations as though 
caught between the cannonades of opposing armies. Aid to 
refugees, therefore, cannot arise from the humanitafian in- 
stincts alone but must come only after full understanding of 
the political problems which spawned the refugees and keep 
them in desperate tragedy. 

The seeds of problems affecting Jewish and Arab refugees 
must therefore be examined in several contexts. The forces 
which produced Jewish refugees from Rumania in 1958 are 
vastly different from those which created Arab refugees from 
Israel in 1948. But every refugee—Arab or Jew—shares in- 
voluntarily the uncertainties and deprivations which drain both 
body and spirit. If we are to be truly helpful in this transitional 
century we should bring to both refugee groups the same 
humanitarian spirit, the same commitment to understand their 
problem and the same willingness to act to alleviate misery 
wherever it is found. 

This reflects the concept of the unity of mankind in the 
universal tradition of Judaism. This is the core around which 
the American Council for Judaism was organized more than 
sixteen years ago. And this approach to all the world’s 
refugees has epitomized the Council's action since its first 
public statement on August 31, 1943. We said then that: “By 
relying upon the broad, religious principles inherent in a 
democracy and implementing them wherever possible, we join 
our forces with those of all lovers of freedom; strengthened, in 
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that we do not stand segregated and alone upon exclusive 
demands. 

“We ask that the United Nations secure the earliest feasible 
repatriation or resettlement under the best possible conditions 
of all peoples uprooted from their homes by the Axis powers, 
and that even in the face of obvious and discouraging ob- 
stacles the United Nations persevere in their efforts to provide 
immediate sanctuary for refugees of all faiths, political beliefs 
and national origins. We believe that wherever possible the 
forced emigres should be repatriated in their original home- 
lands under conditions which will enable them to live as free, 
upstanding individuals. 

“For our fellow Jews we ask only this: Equality of rights 
and obligations with their fellow-nationals.” The statement 
continued by specifying that “Palestine has contributed in a 
tangible way to the alleviation of the present catastrophe in 
Jewish life by providing a refuge for a part of Europe's perse- 
cuted Jews. We hope it will continue as one of the places for 
such resettlement, for it has been clearly demonstrated that 
practical colonizing can be done, schools and universities built, 
scientific agriculture extended, commerce intensified and culrure 
developed. This is the record of achievement of eager, hard- 
working settlers who have been aided in their endeavors by 
Jews all over the world, in every walk of life and thought. 

“We oppose the effort to establish a National Jewish State 
in Palestine or anywhere else as a philosophy of defeatism, and 
one which does not offer a practical solution of the Jewish 
problem. We dissent from all those related doctrines that 
stress the racialism, the nationalism and the theoretical home- 
lessness of Jews. We oppose such doctrines as inimical to the 
welfare of Jews in Palestine, in America, or wherever Jews 
may dwell. We believe that the intrusion of Jewish national 
statehood has been a deterrent in Palestine’s ability to play an 
even greater role in offering a haven for the oppressed, and 
that without the insistence upon such statehood, Palestine 
would today be harboring more refugees . . . 

“Palestine is a part of Israel’s religious heritage, as it is a 
part of the heritage of two other religions of the world. We 
look forward to the ultimate establishment of a democratic, 
autonomous government in Palestine, wherein Jews, Moslems, 
and Christians shall be justly represented; every man enjoying 
equal rights and sharing equal responsibilities; a democratic 
government in which our fellow Jews shall be free Palestinians 
whose religion is Judaism, even as we are Americans whose 
religion is Judaism.” 

That has been the consistent position of the Council. Though 
we certainly recognize the existence of Israel as a state we 
believe even more strongly today that it can achieve peace 
with its neighbors only by “de-Zionizing” itself and its rela- 
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tionships to Jews the world over. 

We express the hope the Arab nations of the Middle East 
will find it possible to recognize and accept, as a neighbor, 
such a “de-Zionized” state of Israel and will find also that such 
a clarification of status and faith will restore the once-friendly 
relationships and understandings which traditionally prevailed 
coward citizens of Jewish faith in the Arab nations. 

On the eve of the fighting between Arab and Jew in 1947, 
the Council's Third Annual Conference backed President Tru- 
man’s efforts to assist displaced persons here and abroad. The 
Council also supported the International Refugee Organiza 
tion and stressed again the need for aiding refugees “on a basis 
of broad humanitarianism unrestricted by race, religion or 
national origin.” The Council pledged “its fullest cooperation 
with the Commission on Human Rights of the United 
Nations.” 

Again, early in 1948, the Council's Fourth Annual Con- 
ference urged the United States to permit “the entry into this 
country of 400,000 displaced persons of all faiths” during the 
next four years. 

But by the time our next Conference was held in 1949, 
Israel had been created—and so had 750,000 Arab refugees. 

There is violent disagreement about the origin of the Arab 
refugee problem. Don Peretz, one of the few Middle East 
scholars respected by Arabs and Jews, gives this interpretation, 
based on his personal observations in Palestine during this 
period and on continuing research since: 

“The Arabs of Palestine and the neighboring countries were 
determined. to resist any attempt to establish a Jewish state 
within the Arab East. While Zionists cooperated with the 
United Nations partition plan, the Arabs organized forceful 
resistance tO it... 

“There was no power prepared to enforce peace in this 
atmosphere of tense, armed hostility; and turbulent outbursts 
were inevitable. As they grew in number and intensity, respect 
for law and order degenerated. Within the six months period 
from the United Nations partition resolution of November 29, 
1947, to the official end of the mandate and proclamation of 
the State of Israel on May 14-15, 1948, the ‘disturbances’ grew 
into open warfare between the Jewish community and the 
Arabs of Palestine and the surrounding countries. Atrocities, 
instilling deep fears and antagonisms, were committed by both 
sides as a concomitant of the warfare. It was from this situa- 
tion that the mass exodus of Palestinian Arabs developed. 

“The flight began on a small scale during the early phases of 
hostilities when an estimated 30,000 Arabs, mostly of the 
well-to-do classes, left for neighboring countries. By February, 
1948, as the conflict worsened, Arab flight grew to great 
proportions. The Dayr Yasin massacre in the early spring gave 
even greater momentum to the exodus. On April 9, dissident 
Jewish terrorists wiped out the Arab inhabitants of this village 
near Jerusalem, producing a mass fear psychosis which grasped 
the whole Arab community. An estimated 200,000 had left 
their homes by mid-May. The last phase of the exodus occurred 
at the end of 1948, when Haganah forces swept through those 
predominantly Arab sections of the country which had been 
allocated to the Arab state in the United Nations partition plan. 
During this period of flight the great mass of Arabs who are 
today refugees fled from the country before the onrushing 
Jewish armies. 

Israel's explanation of the Arab flight was politically simple: 
They were encouraged, or ordered, to leave their homes by the 
Arab national leaders, to ‘clear the villages and the adjacent 
roads for the advance of the Arab armies . . . to bring home 
to the Arab peoples of the neighboring countries the reality 
of the war in Palestine and to enlist their support in its 
prosecution,’ and finally, ‘to impress the outside world with the 
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fact that no Arab was prepared to acquiesce in the establish- 
ment of Israel and live under its rule.’ The Arabs, on the other 
hand, insisted that the refugees were driven from their homes 
by the terrorism of Israeli military forces.” 

No matter what the immediate motivation, the fact was that 
the Arab civilian population was dislodged by the fighting and 
later sought to recover homes and possessions. 

The Council recognized the complex origins of the Arab 
refugee problem and the responsibility of Jews and others to 
help relieve it. In May 1949, while the tragedy was still 
developing, Lessing J. Rosenwald, our then national president, 
urged leaders of Catholic, Protestant and Jewish organizations 
co join in an inter-faith effort to relieve and rehabilitate 750,000 
Arab refugees. At the same time, the Council expressed deep 
concern for the humanitarian needs of Jews throughout the 
world. But Mr. Rosenwald did more than that. He decided that 
the United States should liberalize its own displaced persons 
legislation so that we might accept a fair share of the world’s 
refugees. He believed that this country should open its doors 
without respect to the refugee’s religion or national origin. Mr. 
Rosenwald organized and spent much of his time directing the 
Citizen’s Committee on Displaced Persons. The Committee 
succeeded in liberalizing immigration legislation. When the 
Committee's role ended in 1950 Senator Irving M. Ives de- 
clared, “Without the effort of Mr. Rosenwald’s Committee no 
displaced person’s legislation worthy of the name would have 
been forthcoming.” Many of the hundreds of thousands of 
refugees who later found a haven in the United States were 
admitted because of that effort. 

Obviously, though, relaxed American immigration laws will 
never solve the Arab refugee problem. That can only be 
settled by agreement between Israel and the Arab states. The 
seven cents per person, per day which the United Nations metes 
out in food to each Arab refugee will never resettle or rehabili- 
tate him. It will barely keep him alive and smouldering. Henry 
R. Labouisse, then director of the United Nations Relief and 
Works Agency for Palestine Refugees in the Near East, de- 
clared two years ago that there had been little change in the 
refugee problem. The reason, he said, “lies in the realm of 
politics, and in deep-seated human emotions. It does not lie 
simply in the field of economics. UNWRA can, to be sure, 
enable some hundreds of refugees to become self-supporting 
each year—through small agricultural development projects, 
grants to establish small businesses and the like. But it cannot 
overcome the fact that the refugees as a whole insist upon the 
choice provided for them in General Assembly resolution 
194—that is, repatriation or compensation. In the absence of 
that choice, they bitterly oppose anything which has even the 
semblance of permanent settlement elsewhere. Officials of the 
host Governments, with but few exceptions, openly support 
the refugees in this position and oppose the large-scale resettle- 
ment projects. On the other hand, in the matter of repatriation 
and compensation, the Government of Israel has taken no 
affirmative action.* 

Recent efforts in the U. N. have sought to provide a so-called 
“economic” settlement of the refugee problem—providing 
some compensation to the refugees. But the Arab governments 
reject such suggestions as avoiding the issue of the refugees’ 
moral right to return, if they choose to exercise that right. 

Nobody knows how many Arabs would return to Israel even 
if given the opportunity. Would they want to live in a state 
organized on Zionist exclusionary principles? And could Israel 
absorb a large number of embittered Arabs without threatening 
its own security? These may be the practical questions of 





1 Israel and the Palestine Arabs, Don Peretz, The Middle East Institute, 


Washington, 1958, pp. 5-6. 
2U.N. Press Release PM/3369, Feb. 11, 1957 
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pragmatic politics; but what are the moral imperatives? In 
this situation, does the humanitarian spirit require only our 
seven cent per day dole or does it demand also our under- 
standing of the seeds of discord . . . and our enlightened effort 
to alleviate it? 

The American Council for Judaism believes that humanity 
is indivisible. This is a primary teaching of our faith. Threat- 
ened substitution of this universal concept by modern “Jewish” 
nationalism virtually called the Council into being. Neither 
the Council nor the vast Zionist network of organizations was 
primarily concerned with any refugee problem—Jewish or 
non-Jewish; though the Council organized a Philanthropic 
Fund in 1954. The Zionist or “Jewish” nationalist organiza- 
tions were and are primarily concerned with the creation and 
expansion of a political state in Palestine. Zionist leaders admit 
that “refugeeism” was secondary to state-building. The Coun- 
cil, on the other hand, believes that the religion of Judaism 
requires moral and ethical conduct of all of its adherents in 
any private or public act, but does not automatically commit 
them to any given political ideology at home or abroad. 
Ideally, humanitarian aid should go to those in need without 
respect to the political requirements of Israel or the Zionist 
movement. The Council was organized to express this uni- 
versal ethic—and, incidentally, to encourage other Jewish 
organizations to express it. The Council was not designed to 
become a major fund-raising or philanthropic organization. 

However, early in its life the Council recognized that the 
overwhelming majority of the five and a half million Americans 
of Jewish faith were being led through “Jewish” nationalist 
channels into support of the Zionist method of mixing philan- 
thropy and politics. The Zionist program is based on the 
premise that all Jews outside of Israel are “in exile” and 
must eventually be “ingathered” into Israel. Zionism has 
developed a successful pattern of stimulating immigration to 
Israel by exploiting imaginary as well as real threats to Jews 
in other parts of the world. It also promotes widely the con- 
cept that “only in Israel can one lead a fully Jewish life.” 
Obviously, the vast majority of American Jews do not accept 
this last view but they are made to feel responsible for helping 
all other Jews to move to Israel once the cry of persecution 
or of allegedly imminent attack has been raised. 

This year again, the typical campaign waged by the Jewish 
Agency for Israel was trained on the Jews in Rumania. In 
recent years, similar Jewish Agency efforts have directed 
toward bringing Jews out of countries in North Africa, the 
Middle East and Europe even when it might have been wiser 
for these people to have remained to struggle for equality 
inside some of these countries which are undergoing the birth 
pains of national independence and which were not singling 
out Jews, as Jews for attack. 

In the Rumanian situation, the Council recognized the 
familiar pattern of publicity build-up and fund-raising ex- 
ploitation. The same Jewish Agency which had organized the 
military and political cadres in Palestine prior to the creation 
of Israel, announced that 100,000 Rumanian Jews would leave 
for Israel in 1959. In addition, Prime Minister Ben-Gurion 
declared that Russia’s 3,000,000 Jews would soon follow. 
Meanwhile, Jewish Agency representatives are working among 
Latin America’s 900,000 Jews to encourage many of them to 
emigrate. Just last month, Foreign Minister Golda Meir asked 
a Jewish women’s organization in Cleveland, as reported by 
the Associated Press: “Would it be too much to ask of you 
to send 1,000 of your sons and daughters or 500 of them?” 

Zionist drums beat loud, early this year, but only some 
17,000 Jews actually left Rumania. There is good reason to 
believe that this was about the number expected even before 
the emigration began. These persons were permitted to leave, 
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said the Rumanian government, in order to rejoin families 
which had been split in the post-war chaos. Arab govern- 
ments, frightened by the prospect of further realization of 
Zionism's “ingathering” goals, protested to the Rumanian 
government. Whether as a result of these protests, or because 
the family reunions had been largely completed, or because 
Rumania objected to Zionist exploitation of the movement 
—perhaps for all three reasons, the “Rumanian exodus” was 
halted. 

In its aftermath, came some significant developments. Not 
all Jews leaving Rumania wanted to go to Israel. However, 
they had little choice. They had arrived in Vienna with 
group-visas for Israel. The Jewish Agency took away these 
visas in Vienna in return for providing food and lodging 
during the 48-hour s:op-over. There was little opportunity 
for the Rumanians to choose their country of settlement or 
even of temporary asylum. Several years earlier, 90% of the 
Jews who came out with the Hungarian freedom fighters had 
sought refuge in the United States, even against strong Jewish 
Agency pressure to settle in Israel. For the Hungarians had 
been permitted by the western governments to express a 
choice. Even though it was made extremely difficult for the 
Rumanian Jews to avoid mass movement to Israel, more than 
100 managed to do so. Fortunately, the American Council 
for Judaism Philanthropic Fund had a representative on the 
scene in Vienna to assist these people. The Fund was created 
about four years ago specifically for the purpose of granting 
aid to the needy of all faiths without respect to political or 
religious consideration. The Council Fund provided emergency 
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food and clothing and later established some families in busi 
nesses in Austria. 

Of even greater significance perhaps was the Fund's effort 
to bring some of these people into the United States. A legal 
barrier—completely apart from the immigration quotas—pre- 
vented it. Because the state of Israel has a nationality act 
which provides automatic immigration rights for every Jew 
in the world, the Rumanian Jews found themselves suddenly 
disadvantaged. They were stranded in Vienna and could not 
even acquire refugee status because they possessed an “open 
end” visas to Israel—theoretically the right of all Jews. Con 
sequently, these Rumanians were denied help from the United 
Nations High Commissioner for Refugees and were barred 
from great assistance made possible by the United States and 
the Intergovernmental Committee for European Migration. 
The Council Fund discussed this matter with Representative 
Francis Walter, author of much American immigration legisla- 
tion. Mr. Walter persuaded the Department of State to grant 
visas to many in this Rumanian group, thereby recognizing 
them as legitimate refugee-escapees under present American 
law. The first of these refugees will soon arrive in the United 
States and will symbolize an important decision by our gov 
ernment. For the Council has long opposed the United States’ 
acquiescence in Israeli nationality legislation which has also 
affected Americans of the Jewish faith withour their specifi 
approval 


Our helping refugees to build a home in the United States 
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further underscored the role which many countries have 
played in assisting Jewish refugees since World War II. More 
than 300,000 Jews have been admitted to countries other than 
Israel. About 800,000 Jews immigrated to Israel. Of these, 
some 110,000 have since left Israel for permanent homes 
elsewhere. At the moment, there is probably a greater move- 
ment out of Israel than into it. Free movement of individuals 
should be a normal state of affairs. Mass population movements 
and heavily guarded frontiers are the signs of war and un 
certainty. Contrariwise, is it not a sign of broadening freedom 
and enlightenment when a Jew can help an Arab in need, and 
an Arab can restore a lost Torah to a Jew? 

Both happened recently. The Council's Philanthropic Fund 
allocated money to endow hospital beds for use by Arab 
refugees in Gaza and Jordan. The New York Times, in an 
unusual editorial compliment, calied this “cheering” news. 
And early this month the Associated Press reported an inci- 
dent involving the Council's executive vice-president, Elmer 
Berger, while he was in Jordan this summer. The AP reported 
it this way 

One day, 11 years ago, when the Israeli and Jordanian 
sectors of the Holy City were exchanging populations, 
Antoine Albina noticed an elderly Jewish acquaintance 
struggling under the weight of his personal belongings. 

Albina offered to help carry some of his bundles as 
far as the demarcation line. The old man thrust a heavy 
bulky package into Albina’s arms. 

‘Please take this and keep it for me as a trust,” he said. 

Albina took the package home and opened it. It curned 
out to be a Torah scroll and its ark, probably several 
hundred years old. 

The Christian Arab, still burning with hatred for 
anything Israeli, kept the scroll and ark for 11 years. 
Occasionally, he would make a futile effort to locate 
the elderly Jew. 

Last summer Rabbi Berger was in the Middle East on 
a lecture tour. He renewed acquaintances with Albina. 
The pair, Arab and Jew, had developed a distant respect 
for each other. 

Albina, despairing of ever finding the old man, brought 
out the aged Torah scroll and ark and passed the trust 
on to Rabbi Berger and the American Council for 
Judaism. 

The AP concluded that “the importance of the old man’s 
Torah does not lie so much in its age. Its story indicates some 
possibiliry of personal contacts on which a true peace may 
some day be built.” 

This story must be multiplied a thousand times over before 
it can begin to tip the balance away from conflict and tension 
between Israeli and Arab; bit does not each of us have the 
responsibility to place himself on that side of the balance which 
leans toward amelioration rather than strife; toward expanding 
individual rights rather than treating people as faceless units 
in a religious or national group; toward offsetting the political 
and ideological pressures exerted in the name of humanitarian- 
ism? 

For, assuredly, no man and no nation is guiltless; and if 
Biblical prophecy, by Zionist interpretation, called for “the 
return to Zion” it also predicted—in Judaism's universal tradi 
tion—that “Israel (shall) be the third with Egypt and with 
Assyria, a blessing in the midst of the earth; for that the 
Lord of hosts hath blessed him, saying: “Blessed be Egypt my 
people, and Assyria the work of my hand, and Israel, mine 
inheritance.’ ”* 

So spoke Isaiah. This is the universal tradition which the 
Council b ' ves is Judaism’s greatest gift to mankind 


‘Isaiah 1. 24-25 
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